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LETTER  OF  TRANSMITTAL 


November  29,  1926 

Honorable  Gifford  Pincbot, 

Governor  of  Pennsylvania, 
Harrisburg,  Pa. 

My  dear  Governor  Pinchot: 

I  take  pleasure  in  submitting  for  your  consideration  and  approval, 
a  study  of  some  phases  of  taxation  in  Pennsylvania,  especially  as  they 
relate  to  rural  districts. 

So  little  information  was  available  on  the  rural  tax  situation  thai 
under  the  Act  of  1895  which  provides  that  the  Secretary  of  Agri- 
culture "shall  give  special  attention  to  such  questions  as  relate  to 
valuation  and  taxation  of  farm  land,"  I  undertook  this  study,  the 
findings  of  which  are  given  in  Part  I. 

Part  I  gives  the  results  of  the  study  of  pbases  of  the  rural  tax 
problem  in  different  parts  of  the  State  made  during  the  summer  of 
1925  under  the  immediate  direction  of  Prof.  F.  P.  Weaver  of  the 
Pennsylvania  State  College.  The  purpose  of  this  study  Avns  twofold: 
First,  to  see  how  nearly  the  assessed  valuation  corresponds  with  the 
selling  value  of  property  in  different  counties  in  the  State,  in  different 
townships  and  boroughs  in  the  county,  and  as  to  different  properties 
in  the  same  political  division ;  Second,  to  get  the  total  net  income  of 
the  agricultural  industry  in  the  State,  the  total  worth  of  the  farming 
people,  and  the  amount  of  all  taxes  paid  by  agriculture  to  compare 
Avith  similar  data  for  other  industries. 

Part  II  gives  the  results  of  a  study  of  the  wealth,  incomes  and 
State  taxes  paid  bv  the  various  industrial  groups  of  the  State,  pre- 
pared by  Dr.  Clyde  L.  King,  recently  Secretary  of  the  Common- 
wealth, and  now  of  the  University  of  Pennsylvania. 

I  recommend  the  publication  of  this  manuscript  in  bulletin  form. 

Sincerely  yours, 

F.  P.  WILLITS, 
Secretary  of  Agriculture. 


SOME  PHASES  OF  TAXATION  IN  PENNSYLVANIA 


OUTSTANDING  FACTS  REVEALED  BY  THE  STUDY 

1.  Some  property;  owners  both  rural  and  urban  pay  from  two  lo 
nine  times  as  much  tax  in  proportion  to  the  property  they  own 
as  others  in  the  same  town  or  township,  simply  because  of 
unequal  assessment. 

2.  With  one  exception,  the  assessment  on  farms  averages  higher 
in  proportion  to  the  sales  value  than  on  town  property. 

3.  In  some  coiinties  owners  of  large  properties  are  able  to  keep 
their  assessments  much  below  what  they  should  be  in  propor- 
tion to  the  assessment  on  smaller  properties. 

4.  The  costs  of  making  assessments  are  not  excessive  in  most 
cases,  but  the  job  that  is  done  is  so  extremely  poor  that  i1 
would  be  expensive  at  any  price. 

5.  The  practice  of  making  assessments  by  locally  elected  asses 
sors,  revised  only  by  the  county  commissioners  on  a;pipeal  by 
the  property  owners  has  proved  an  unqualified  failure.  Asses- 
sors should  be  selected  because  of  special  qualifications  for  the 
difficult  task  which  they  must  perform.  The  county  commis- 
sioners should  be  empowered  to  employ  a  specially  trained 
man,  on  full  time,  to  study  the  assessment  situation  in  the 
county  and  on  the  basis  of  information  furnished  by  him  re- 
vision should  be  made  either  up  or  down  as  circumstances 
warrant  regardless  of  whether  there  is  any  appeal  from  prop- 
erty owners,  to  the  end  that  the  ratio  of  assessments  to  actual 
property  values  throughout  the  county  may  be  on  a  uniform 
basis  in  fairness  to  all. 

fi.  The  town  real  estate  owners  in  the  southeastern  farming  sec- 
tion paid  16  1/2  per  cent  of  their  net  income  in  taxes.  The 
farmers  in  the  same  counties  paid  17  1/2  per  cent  of  their  net 
income  from  the  farm  real  estate  in  taxes.  In  the  northern 
and  western  part  of  the  State,  21  1/2  per  cent  of  the  net  in- 
come from  town  real  estate  went  for  taxes  and  55  per  cent 
of  the  net  income  from  farm  real  estate. 

7.  State  aid  for  schools  and  higliAvays  has  not  been  graduated 
sufficiently  to  equalize  the  burden  of  taxation  on  property  in 
different  sections  of  the  State. 
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8.  The  present  occupation  tax  resxilts  in  a  low  tax  burden  on 
personal  earnings  or  incomes  and  should  be  replaced  by  a  tax 
On  personal  income,  collected  locally,  but  paid  over  to  the  . 
State  and  the  receipts  thereof  used  in  State  aid  for  schools 
and  highAvays  so  graduated  as  to  make  the  tax  on  real  estate 
proportional  to  income  throughout  the  entire  State. 

9.  Of  the  total  earnings  of  the  farm,  the  farmer,  and  all  members  ' 
of  his  family,  there  was  paid  in  taxes  in  Hempfield  Township, 
Westmoreland  County,  20  per  cent;  in  Upper  Burrell  Town- 
ship, Westmoreland  County,  14  per  cent ;  in  Crawford  County 

1 8  per  cent ;  and  iu  Warren  County  20  per  cent,  leaving  |830, 
$567,  $S34,  and  $384  respectively  in  each  of  these  counties  for 
interest  on  an  average  investment  of  |6886,  clothing  for  the 
family,  doctor's  bills  and  medicine,  and  such  food  and  fuel  as 
the  farm  did  not  supply. 

10.  Agriculture  as  a  whole  in  the  state  carries  a  tax  burden  that 
consumes  at  least  a  13  per  cent  larger  share  of  the  total  earu: 
ings  of  the  farm  and  the  farmer  than  do  all  taxes  paid  out 
of  the  average  earnings  of  the  state  with  agriculture  included 
in  the  average. 

11.  Outstanding  among  the  relatively  lightly  taxed  incomes  of  the 
state  are  personal  incomes  of  various  kinds  and  the  incomes 
from  manufacturing,  construction  and  general  service. 

12.  While  definite  figures  are  not  available,  from  this  study,  on 
the  exact  amount  of  federal  and  local  taxes  paid  by  each  group 
of  enterprises  in  the  state,  the  disparity  in  state  taxes  paid  is 
so  great  that  such  figures  on  local  and  federal  taxes  paid  by 
the  various  enterprises  as  were  consulted  could  not  possibly 
equalize  the  very  unequal  burden  imposed  by  the  State. 

13.  The  hea\'V'  demand  for  funds  for  schools  and  roads  to  meet  the 
minimum  standards  set  for  education  and  road  construction 
places  such  a  heav;\'  burden  of  taxation  on  proiperty  in  certain 

sections  of  the  state,  that  much  needed  relief  in  these  sections 
can  come  only  from  the  extension  of  more  state  aid,  gradu- 
ated On  a  basis  that  will  supply  more  relief  Avhere  the  tax 
burden  is  relatively  heavy  in  proportion  to  income. 

14.  The  manufacturing  industry  (Part  IT.)  is  notable  not  paying 
its  fair  share  of  state  taxes. 


Part  I 

Rural  Taxation  in  Pennsylvania 

By  Prof.  F.  P.  Weaver 
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Part  I 


Rural  Taxation  in  Pennsylvania 

By  F.  P.  WEAVER, 

Professor  of  Agricultural  Economics,  Pennsylvania  State 

College 


ASSESSMENTS 

Assessments  and  Sales  Values 

According  to  the  Act  of  Assembly  of  1834,  amended  by  Act  of 
1841,  in  accordance  with  which  the  property  assessors  {*re  presumed 
to  function,  it  is  the  duty  of  the  assessors  to  make  out  and  return 
a  perfect  list  of  all  property  taxable  by  law,  together  with  a  just 
valuation  of  the  same.- 

Six  counties  were  selected,  more  or  less  at  random  in  different 
parts  of  the  State  representing  the  various  types  of  farming  and 
various  industrial  conditions,  and  a  study  made  of  the  assessments 
for  the  pur_pose  of  determining  to  what  degree  the  system  of  making 
assessments,  now  in  force,  accomplishes  the  purpose  for  Avliich  it 
was  set  up. 

Some  attempt  was  also  made  to  ascertain  the  costs  of  making  the 
assessments  with  a  view  to  determining  whether  such  costs  were 
excessive. 

The  supreme  test  of  the  system,  however,  rests  more  Avith  the 
way  in  which  it  accomplishes  the  purpose  for  which  it  is  set  up 
than  with  the  cost  it  entails. 

Summary  and  Conclusions  on  Rates  of  Assessment  Throughout 

the  State 

Any  statewide  comparison  of  assessments  is  valued  chiefly  for 
the  purpose  of  determining  whether  a  condition  exists  throughout  the 
state  which  warrants  State  action  in  its  correction.    In  a  common- 

iData  in  the  six  coimties  in  which  fieltl  studies  were  carried  out  were  made  possible  by  the 
cooperation  o£  county  commissiontrs.  county  agents,  chambers  of  commerce,  real  estate  dealers 

''"Icknowledgment  is  due  Edgar  L.  Gasteiger,  statistician  of  the  Pennsylvania  Department  of 
grictUtui-e,  for  assistance  in  the  field  and  for  talking  charge  of  a  greater  part  of  the  work  in 
connection  with  the  tabulations. 

=  Act  of  183-1,   Section  2,  P.  L.  511  and  Act  1S41,   Section  6,  P.   L.  395. 
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wealth  where  there  is  no  statewide  property  tax  rate,  variations  in 
assessments  between  connties  do  not  bring-  about  any  great  injustice 
in  the  distribution  of  the  tax  burden.  If  glaring  variations  are 
found  within  counties,  however,  and  within  the  same  townships, 
boroughs  or  cities  and  this  condition  is  general,  throughout  the 
State,  it  would  seem  as  tho  statewide  action  would  not  only  be 
justified  but  essential  in  correcting  the  trouble.- 

The  analysis  of  the  six  counties  studied,  if  they  may  be  considered 
to  be  a  fair  sample  of  the  State,  would  force  one  to  the  conclusion 
that  the  present  system  of  making  assessments  has  failed  utterly  in 
accomplishing  the  purpose  for  which  it  was  set  up.  Not  only  is  it 
impossible  to  secure  assessments  at  the  full  value  which  the  law 
requires  but  it  also  appears  imipossible  to  get  assessments  made  at 
any  uniform  rate  either  throughout  a  township,  town  or  county.  The 
variations  in  assessments  are  probably  not  any  greater  today  than 
they  have  been  for  years  but  with  the  enormous  increase  in  the  tax 
budgets  for  roads,  schools,  and  county  purposes  within  recent  years, 
the  injustices  brought  about  by  these  variations  are  of  much  greater 
consequence. 

Weaknesses  of  the  present  system  seem  to  come  largely  from  in- 
competence on  the  part  of  assessors  in  making  correct  appraisals  of 
value,  unwillingness  to  do  the  amount  of  work  required  in  making 
accurate  assessments,  unwillingness  on  the  part  of  assessors  to 
raise  the  rate  of  assessment  in  their  own  districts  in  order  to  avoid 
raising  their  district's  share  of  the  county  tax,  the  inability  to  get 
concerted  action  throughout  a  county  in  this  respect,  influence  on 
the  part  of  the  owners  of  large  properties  in  keeping  their  assess- 
ments below  the  average  of  others,  and  the  influence  of  property 
owners  in  general  over  the  action  of  local  assessors  with  Avhom  they 
live  as  neighbors. 

Assessments  of  farm  properties,  with  the  exception  of  Wyoming 
County,  are  unifonnly  at  a  higher  rate  than  of  town  properties. 
Whether  this  is  due  to  a  more  conscientious  group  of  assessors  as  a 
rule  in  rural  than  in  urban  districts  or  to  the  fact  that  town  prop- 
erties have  increased  more  in  value  in  recent  years  than  farms  is 
difficult  to  determine  from  the  data  presented  but  it  represents  a 
condition  which  has  resulted  in  grave  injustice,  especially  in  the  last 
five  years  when  incomes  from  farm  property  were  extremely  low, 
while  city  industries  were  going  at  a  high  rate. 

It  is  not  the  purpose  of  this  study  to  advocate  any  measures  but 
rather  to  present  facts  as  they  are  found  which  others  may  use  in 
w^orking  out  the  best  solution  possible  for  the  problems  that  con- 
front us.  It,  nevertheless,  is  not  out  of  place  here  to  say  that, 
judging  from  the  conditions  found  in  these  six  counties,  it  would 
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seem  that  some  centralized  authority  in  each  county  that  would  be 
competent  to  make  correct  estimates  of  sale  value  is  essential  to  a 
good  system  for  making  assessments. 

Cost  of  Making  Assessments 

Some  effort  was  made  in  all  counties  to  check  up  on  the  costs  in- 
volved in  making  assessments  under  the  present  plan.  In  some 
counties  all  the  costs  of  the  last  triennial  assessment  had  not  been 
computed  at  the  time  these  data  were  collected  and  in  others  the 
costs  of  the  triennial  assessment  were  not  kept  separate  from  the 
registry  assessment  costs. 

In  Table  I  are  shown  the  costs  of  making  assessments  in  24  coun- 
ties and  the  ratio  that  these  costs  have  to  taxes  levied  on  the  as- 
sessment in  1025. 

Table  1.    Costs  of  Making  Triennial  Assessment  and  Ratio  of  These  Costs  to 

Taxes  Levied  in  1925. 


County 


Adams   

Bedford   

Bucks   

Butler   

Cameron   

Clinton  

Columbia  

Forest  

Huntingdon  __ 

Indiana  

Lebanon   

Lawrence  

Lehigh   

Lycoming   

M^'Kean  

Mfflin   

Northampton 

Fike   

Snyder  

Sullivan   

Susquehanna  - 

Tioga   

Venango   

Wayne   


Per  cent  that 

Per  cent 

Costs  of 

Assessment 

that  Assess- 

Making Tri- 

Costs are 

ment  Costs 

ennial  As- 

of County 

are  of  all 

sessment 

Taxes  Levied 

Taxes  Levied 
on  Property 

$7,532 

3.8 

1.3 

6,131 

5.3 

1.2 

9,739 

2.1 

0.5 

9,564 

1.3 

O.o 

902 

2.9 

0.7 

3,602 

2.9 

0.6 

6,000* 

3.2 

0.5 

930 

3.3 

0.7 

4,421 

2.6 

0.7 

5,i03 

2.0 

0  3 

S,3C8 

3.5 

0.5 

12,285 

2.5 

0.5 

19,832 

3.4 

0.5 

12,383 

3.1 

0.8 

9,081 

6.0 

0.7 

3,608 

3.0 

0.6 

27,286 

2.9 

0.7 

3,428 

11.2 

2.0 

1,504 

2.4! 

0.7 

1,483 

3.9 

1.0 

7,2C0 

4.1 

1.0 

7,023 

3.4 

1.0 

9,229 

2.5 

0.6 

4.2 

1-1 

'  iisiS2,551 

2.8 

0.6 

♦Approximate  eistimate. 

The  total  cost  for  the  24  counties  is  |182,551.  The  average  cost  per 
county  |7,606.  This  is  2.8  per  cent  of  the  county  taxes  levied  on 
property  in  these  24  counties  during  1925.  Since  this  assessment 
is  made  once  in  three  years  it  is  not  proper  to  charge  all  of  it 
against  the  taxes  of  a  single  year.  Neither  would  it  be  correct  to 
charge  only  one-third  of  this  amount,  inasmuch  as  there  are  some 
costs  incurred  in  the  other  two  years,  in  bringing  the  real  estate 
assessments  up  to  date. 
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Lebanon  County  will  serve  as  an  example  of  how  the  annual  as- 
sessment costs  wonld  compare  Avitli '  the  results  in  Table  1.,  The 
cost  of  making  the  triennial  assessment  Avas  fS,308.  The  cost  of 
real  estate  assessment  in  1924  was  |683.  Assuming  that  this  rep- 
resents the  average  annual  cost  in  years  other  than  those  in  which 
the  triennial  assessment  is  made,  the  entire  cost  for  three  years 
would  be  two  times  |683  plus  $8,308,  or  !|9,G74.  This  charged  equally 
to  the  three  years  v\'hich  it  covers  makes  an  annual  cost  of  f3,225,  or 
1.4  per  cent  of  the  amount  of  county  tax  levied  for  the  year  1925 
and  0.2  per  cent  of  all  taxes  levied  instead  of  3.5  per  cent  and  0.5 
per  cent  as  indicated  in  the  table.  Similar  calculations  for  all  the 
.counties  involved  would  no  doubt  show  fairly  accurately  the  portion 
of  the  tax  which  is  used  up  in  assessment  cost,  but  the  data  for  all 
these  calculations  are  not  at  hand. 

This  assessment  also  serves  as  the  basis  for  the  road  tax  and  with 
the  exception  of  certain  cities  in  the  State  for  the  school  tax.  On 
the  basis  of  all  taxes  levied  on  the  assessed  property  the  costs  of 
assessment  are  0.6  per  cent  of  the  taxes  and  are  therefore  quite 
nominal  in  most  of  the  counties  in  the  State.  A  system  of  economy 
that  would  cut  these  costs  in  two  could  save  the  average  tax  payer 
less  than  one  per  cent  of  the  county  taxes  Avhich  he  pays.  On  the 
other  hand,  a  system  that  would  insure  reasonably  accurate  assess- 
ments would  save  some  farmers  in  Warren  County  fr-om  50  to  GO 
per  cent  of  all  the  taxes  which  they  now  pay,  in  Wyoming  County 
60  to  65  per  cent,  in  Crawford  County  50  to  60  per  cent,  in  West- 
moreland County  50  to  60  per  cent,  in  Lancaster  County  30  to  85 
per  cent  and  in  Lebanon  County  25  to  30  per  cent.  It  is  true  that 
others  whose  properties  are  now  assessed  at  much  below  the  aver- 
age rate  would  pay  more  than  they  pay  noAV  but  the  saving  would 
come  to  those  who  are  today  suffering  the  greatest  injustice.  From 
conditions  foimd  in  the  cities  and  boroughs  it  is  safe  to  conclude  that 
equitable  assessments  would  save  many  tax  payers  in  the  toAvns  from 
equally  unjust  tax  burdens. 

This  should  not  be  interpreted  as  a  brief  against  economy  in  the 
performance  of  a  single  government  function,  snch  as  the  making 
of  assessments,  but  rather  as  a  plea  for  economy  through  the  better 
performance  of  that  function.  If  possible,  let  us  try  to  get  an 
equitable  assessment  without  any  increase  in  the  cost  of  getting 
it,  but  if  a  good  system  costs  slightly  more  it  wonld  be  far  better  to 
have  it  at  that  slightly  increased  cost  than  to  continue  Avith  con- 
ditions as  they  noAV  exist  in  many  counties  in  the  State. 
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Assessments  and  Value  Data  by  Counties 

The  method  followed  was  to  check  up  the  assessed  valuation  on  the 
properties  which  changed  hands  in  the  last  two  or  three  years  against 
the  actual  price  for  which  the  properties  sold.  Data  on  sales  price 
were  secured  from  the  records  in  the  recorder's  office  and  from  reli- 
able real  estate  dealers.  In  securing  data  from  recorded  deeds  those 
properties  were  included  chiefly  in  which  the  full  consideration  was 
stipulated  in  the  deed  and  where  all  the  available  evidence  indicated 
that  the  real  sales  price  was  on  record. 

LEBANON  COUNTY 

In  Lebanon  County  data  were  secured  on  4.3  farms  and  on  110  city 
properties. 

Table  2.    Ratio  of  Assessment  to  Sales]  Value,  Lebanon  County. 


Township 


»-\[orth  Annville,   

Bethel,   

Heidelberg:,   

E.  Hanover,   

Jackson,   

South  Lebanon,   

Swatara,   

Union,   

Scattered,   

Township  totals 

Borough  or  city 

Lebanon,   

Palmyra.   

Scattered,   


Average 

per  cent 

Number 

that 

Range 

of 

assessment 

in 

samples 

was  of 

per  cent 

the  sell- 



ing-  price 

6 

82 

61  -  107 

3 

93 

44  -  100 

3 

101 

68  -  120 

6 

80 

62  -  111 

3 

77 

57-87 

1  6 

94 

74  -  132 

4 

92 

79  -  122 

1  3 

80 

46  -  95 

9 

75 

50  -  102 

43 

85 

44  -  132 

90 

75 

9  -  133 

53 

37-68 

i  1 

62 

49  -  70 

110 


71 


9-133 


Out  of  110  city  properties  three  were  assessed  above  the  price  for 
which  they  were  sold,  and  two  at  the  selling  price,  making  five  out 
110  or  four  and  one-half  per  cent  of  the  properties  studied  that  were 
assessed  at  or  above  their  full  value. 

Out  of  4.3  farm  properties  five  were  assessed  for  more  than  the  sell- 
ing price  and  four  at  the  selling  price,  making  nine  out  of  43  or  21 
per  cent  that  were  assessed  at  or  above  the  sale  price. 

The  present  board  of  County  Commissioners  in  Lebanon  County 
has  made  a  special  effort  to  get  the  192.5  assessment  as  near  to  the 
actual  value  as  possible,  and  have  accomplished  a  great  deal  in  that 
respect.  The  range  of  9  per  cent  to  133  per  cent  shows  how  far  from 
solution,  however,  this  problem  still  is  in  Lebanon  County  and  indi- 
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cates  the  difficulty  that  County  Commissioners  encounter  in  trying 
to  work  out  equitable  assessments  with  the  present  machinery  for 
making  assessments.  Within  a  single  township  properties  are  found 
which  are  assessed  at  more  than  tAvice  the  percentage  of  their  value 
that  other  properties  in  the  same  township  are  assessed:  at,  which 
means  that  one  farmer  pays  more  than  twice  as  much  county,  road 
and  school  tax  in  proportion  to  the  value  of  his  property  as  some 
other  farmer,  pays.  In  the  City  of  Lebanon,  the  property  with  the 
highest  rate  of  assessment,  paid  almost  fifteen  times  as  much  tax  for 
every  dollar  of  value  in  it  as  the  one  with  the  lowest  rate.  Undoubt- 
edly the  range  in  variation  is  considerably  greater  in  many  townships 
than  that  shown  in  the  table,  since  the  number  of  properties  on  which 
accurate  data  could  be  obtained  was  so  low  in  many  townships.  With 
90  properties  in  the  City  of  Lebanon,  it  is  quite  likely  that  some  of 
the  extreme  cases  were  included. 

According  to  the  results  shown  in  Table  2,  the  assessed  value  of 
farms  average  85  per  cent  of  the  selling  price.  In  a  labor  income  sur- 
vey of  164  farms  in  the  county,  in  which  farmers  were  asked  to  place 
an  estimated  value  on  their  farm  real  estate,  the  assessments  average 
78  per  cent  of  the  farmers  estimated  value.  One  would  be  led  to  be- 
lieve that  farmers  themselves  as  a  rule  are  inclined  to  value  their 
farms  somewhat  higher  than  the  price  which  they  are  able  to  obtain 
for  them  in  case  of  a  sale. 

Assuming  that  an  assessor  might  be  expected  to  assess  property 
within  10  per  cent  of  its  actual  value  and  measuring  the  success  of 
assessors  in  Lebanon  County  by  that  standard,  we  find  that  in  24  out 
of  153  cases  was  that  accomplished  or  in  fifteen  and  two-thirds  per 
cent  of  the  cases.  The  rural  assessors  came  within  10  per  cent  of 
sales  value  in  28  per  cent  of  the  cases  and  the  city  and  borough  as- 
sessors in  11  per  cent. 


Table  3.    Degree  of  Accuracy  with  which  Assessments  Measured  Selling 

Price  in  Lebanon  County,  Pa. 


Townships 

Boroughs  and  Cities 

Per  cent  that  Assessment  was  of  Selling-  Price 

Number 
of 
Cases 

Per  cent 
of 
Total 

Number 
of 
Cases 

Per  cent 
of 
Total 

6 

14 

6 

5.5 

Ofi  to  100,   

10 

23.3 

10 

9.1 

60  to  70,                                   -  -   ^  

8 
16 

18.7 
37.3 

11 
41 

10.  ti 
37.3 

40  to  59,   

3 

6.7 

35 

31.8 

0 

0 

7 

6.4 

Totals,         

43 

100 

110 

100 

1.3 


LEBANON  COUNTY 

Size  of  Property  and  Ratio  of  Assessment 

For  the  inu-pose  of  detei-mitiing  whethex'  there  was  .a.ny  tendency 
to  assess  very  large  and  very  small  iproperties  ditTerently,  all  the 
properties  studied  were  classified  according  to  selling  price.  The 
results  are  shown  in  Table  4. 


Table  4.    Influence  of  Size  on  Rate  of  Assessment. 


City  ond  Borough 

Townships 

Value  of  Property 

Number 

Rate  Of 

Number 

Rate  of 

of 

Assessment 

of 

Assessment 

Cases 

in  Per  cent 

Oases 

in  Per  cent 

$25,0(10  and  over,    _   

8 

71.87 

0 

$10,000  to  $24,999,     _  .    . 

11 

52.0 

5 

S>'.i3 

$  5,000  to  $  9,999,       

29 

65.85 

16 

87.93 

$  2,500  to  $  4,999,     

42 

68.1? 

121 

81.27 

Under  $2500,    _      _   

24 

66.44 

10 

82.38 

Size  of  property  apparently  has  no  consistent  influence  on  the  rate 
of  assessment  in  this  county.  The  highest  rate  in  the  city  is  on  prop- 
erties valued  at  more  than  .$25,000,  while  the  lowest  rate  is  on  those 
between  |10,000  and  -i?2.5,000.  All  properties  below  $10,000  carry  an 
average  assessment  of  ;iibout  two-thirds  the  actual  value,  while  all 
fai^s  carry  an  average  of  somewhat  over  four-fifths  of  actual  value. 

LANCASTER  COUNTY 

Through  the  courtesy  of  some  fai'm  real  estate  dealers  in  Lancaster, 
the  selling  price  was  obtained  on  32  farms  which  were  sold  during 
the  last  two  years.  The  1925  assessment  on  the  same  farms  was  se- 
cured from  the  assessment  books  in  the  Court  House.  Three  of 
these  farms  were  located  in  Elizabeth  To^aiship.  These  showed  a 
range  of  35  to  92  per  cent  of  the  selling  price,  an  average  for  the  3 
of  61  per  cent.  Three  in  Pequea  Towmship  ranged  from  27  to  105 
per  cent  with  an  average  of  62.  Twelve  in  Warwick  Township 
ranged  froim  37  to  78  per  cent,  with  an  average  for  the  township  of  51 
per  cent.  The  other  14  farms  were  scattered  throughout  ten  town- 
ships. The  assessment  of  these  14  ranged  from  36  to  93  per  cent  of 
the  selling  price.  The  32  farms  in  the  county  on  which  the  selling 
price  and  assessment  were  secured  showed  that  the  lowest  assessment 
was  27  per  cent  of  the  selling  price  and  the  highest  assessment  105 
per  c(  nt,  with  an  average  of  55  per  cent.  One  farm  of  the  23 
studied  paid  foxir  times  as  large  a  share  of  the  county  taxes  as 
another  farm  of  this  group  in  proportion  to  their  value 

In  Lancaster  County,  the  county  tax  rate  is  only  two  mills,  hence 
inequalities  in  assessments  between  townships  do  not  carry  as  huge 
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an  injustice  as  in  some  counties  in  the  State.  Variations  were 
found  within  the  same  township,  hoAvever,  which  showed  one  farm 
paying  four  times  as  large  a  share  of  all  county,  school,  and  road 
taxes  as  another  farmer  in  that  same  township  on  the  basis  of 
the  selling  value  of  their  properties. 

In  addition  to  the  above  data  on  farms  that  Avere  sold,  the  as- 
sessment was  secured  on  102  farms  that  were  listed  for  sale  at  a 
specific  price.  The  assessment  ranged  from  23  to  122  per  cent  of 
the  price  for  which  the  owner  was  willing  to  sell  the  property  and 
averaged  47  per  cent  for  the  entire  group.  Since  most  of  the  farms 
have  been  held  for  sale  at  the  figure  for  some  time,  it  is  safe  to 
av«!sume  that  the  list  price  averaged  somewhat  higher  than  the  price 
for  which  they  could  be  readily  sold. 

On  69  farms  on  which  data  were  secured  from  cost  accounts,  kept 
by  the  farmer  in  cooperation  with  the  Extension  Service  of  The 
Pennsylvania  State  College,  the  assessment  averaged  56.5  per  cent 
of  the  estimated  value  which  the  farmer  placed  on  the  farm.  In 
this  county  the  estimated  capitalization  checks  very  closely  with 
the  selling  value  as  indicated  by  this  test. 

During  the  year  1921  the  Lancaster  Chamber  of  Commerce  in 
cooperation  with  the  City  Eeal  Estate  Board  made  a  study  of  the 
rate  of  assessment  in  the  various  wards  in  the  City  of  Lancaster. 
The  Eeal  Estate  Board  selected  a  number  of  properties  at  random 
and  appraised  the  value  on  a  prewar  basis.  The  assessment  was 
then  secured  on  the  same  properties.  For  purposes  of  this  present 
study,  the  valuations  placed  on  these  properties  on  a  prewar  basis 
was  increased  by  50  per  cent  to  bring  approximately  to  their  present 
value.^    This  is  no  doubt  very  conservative. 

In  all  178  properties  were  appraised  and  their  assessment 
secured.  These  properties  range  in  value  from  $600  to  .f 450. 000 
The  sample  was  selected  to  represent  all  types  of  property  and  all 
sections  of  the  city,  and  represented  a  total  of  property  valued  at 
.f5,452,500.  Tn  Table  5  is  presented  a  brief  summary  of  the  results 
of  this  study. 


Table  5.    Comparison  of  Assessed  Value  and  Appraised  Value  of  Property, 

City  of  Lancaster. 


Value 


Under  $2250, 
$2250  to  $.3750,  _ 
WBO  to  $7500,  _ 
7.500  to  $15000, 
!fl50OO  to  $37500, 
$37500  to  $75000 
Over  $75000,  .._ 


Number 
of 
Cases 


29 

26 
27 
27 
25 
23 
20 


Range  in 
Rate  of 
Assessment 


35  %  to  100  % 
S.2%  to   69. 5R?, 

n.1%  to 

7.8%  to 
10.8%  to 
12.2%  to 

4.. 5%  to 


61  % 
44.4% 
66.7% 
38.7% 
50  % 


Average 
Assessment. 


52.7% 
34.9% 
24.5% 
28.4% 
26.7% 
21.9% 
28.1% 


'On  advice  of  J.  G.  Forney,  Heal  Estate  Dealer,  Lancaster,  Pennsylvania,  at  whose  coiirte«y 
this  Information  was  made  available  for  this  study. 
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The  average  assessment  for  the  city  is  26.5  per  cent  as  compared 
with  55  per  cent  for  the  farms.  It  is  also  quite  evident  that  in 
Lancaster  the  size  of  property  has  much  more  influence  on  the 
rate  of  assessment  than  in  Lebanon  County.  The  lower  priced 
properties  were  assessed  at  almost  twice  as  high  a  rate  as  the 
average  for  the  entire  group.  The  average  for  the  higher  priced 
groups  was  raised  somewhat  by  the  inclusion  of  a  few  very  un- 
usual cases.  Eliminating  9  properties  out  of  the  entire  178  gives 
an  average  for  the  remaining  group  of  18.7  per  cent.  This  is  just 
about  one-third  of  the  rate  that  prevails  in  the  case  of  farms  that 
were  sold  and  a  little  more  than  one-third  of  the  rate  of  assess- 
ment of  the  cheaper  city  properties. 

In  the  case  of  farms  size  seemed  to  have  no  influence  on  rate  of 
assessment  as  indicated  in  Table  6. 

Table  6.    Size  of  Farms  and  Rate  of  Assessment. 


Average 


under  $2SC0,    I 

62.2% 


$2,500  to  if4909, 
$5000  to  $9999,  . 
$10000  and  over. 


51.7% 


WESTMORELAND  COUNTY 

Westmoreland  County  was  selected  as  representative  of  the 
bituminous  coal  mining  and  industrial  section  of  southwestern 
Pennsylvania  as  contrasted  Avith  the  two  previous  counties  which 
lie  in  the  premier  farming  region  in  the  southeastern  portion  of 
the  State. 

The  county  commissioners  instructed  the  assessors  to  place  as- 
sessments at  from  60  to  80  per  cent  of  the  actual  value. 

Data  were  secured  on  the  selling  price  and  assessment  of  350 
farms  and  on  168  city  and  borough  properties  which  changed  hands 
in  the  last  two  years. 

In  Table  7  are  shown  the  results  of  the  study  of  farm  assessments 
by  township.  The  range  and  general  average  averages  indicate  how 
far  short  the  assessors  fall  of  performing  their  duty  in  accordance 
with  the  instructions  under  which  they  were  working.  We  feel  that 
in  this  county  sample  sufficiently  large  was  obtained  to  be  indicative 
of  the  condition  which  exists  throughout  the  county. 

The  average  of  36.6  for  the  county  is  ju.st  about  one-half  as  high 
as  the  rate  for  which  the  commissioners  asked.  This  indicates  the 
diflOiculty  encountered  in  getting  local  assessors  to  place  a  fair 
valuation  on  the  properties  in  their  townships  when  they  have  no 
control  over  what  other  assessors  will  do  in  other  townships. 
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Table  7.    Ratio  of  Assessment  to  Sales  Value  of  Farms  in  Westmoreland 

County. 


Township 


Allegheny,   

Sell,   

Cook,   

i>erry,   

i)onegal,   

?.  Hantingdon,   

Fairfield,   

Franklin,   ^  

Hempfield,   

Ligonier,   

L.  Burrell,   

Loyalhanna,   

Mt.  Pleasant,   

N.  Huntingdon,   

Penn,   

Eiostraver,   

Salem,   

.Sewiekley,   

S'.  Huntingdon,   

St.  Clair,   

Unity,   

Up.  Burrell,   

Washington,   

Total  for  county 


Number 

of 
samples 

Average 
that 

n  <?  c  ac  crm  en  f 

w  t*(>  v./  J. 

thp  j^pll- 

ing  price 

"Ron 

15 

36 

17  to  81 

11 

64 

20  to 

5 

29 

16  to  62 

26 

34 

12 

33 

Q  to  ion 

2i 

45 

22  to  114 

8 

44 

35  to  71 

23 

39 

*>3  trt  10') 

35 

47 

18 

37 

1^*  to  Q1 

17 

84 

17  to  TOO 

11 

41 

2fi  to  Rfi 

20 

47 

9fi  to  Q't 

5 

58 

53  to  80 

17 

46 

33  to  100 

20 

27 

18  to  67 

26 

54 

24  to  129 

7 

56 

40  to  66 

4 

66 

56  to  100 

5 

47 

23  to  72 

19 

39 

22  to  90 

4 

49 

40  to  54 

18 

44 

28  to  80 

350 

36.6 

9  to  129 

The  lowest,  township  average  is  27  per  cent  and  the  highest  is  66 
per  cent.  If  these  averages  represent  a  fair  sample  of  these  two 
townships,  it  means  that  the  farmers  of  the  latter  pay  two  and  one 
half  times  as  much  of  the  county  taxes  relatively  to  the  actual  value 
of  their  properties  as  do  the  farmers  in  the  township. 

Since  the  heaviest  portion  of  the  tax  burden  on  farmers  comes 
from  road  and  school  taxes  which  are  assessed  by  local  districts  the 
range  in  per  cent  ^vithin  the  various  townships  is  much  more  sig- 
nificant and  the  cause  of  much  more  injustice  in  tax  paying  than 
the  low  average  for  the  county  or  the  variation  between  townships. 
Tn  Unity  Township  one  farm  Avas  assessed  for  2-2  per  cent  of  its 
sales  value,  another  farm  for  90  per  cent.  The  owner  of  the  latter 
paid  'over  four  times  fis  large  a  share  of  all  taxes,  local  and  county, 
as  the  owner  of  the  former  in  comparison  with  the  value  of  their 
properties.  In  Allegheny  Township  one  farmer  was  paying  almost 
five  times  as  much  as  another,  in  East  Huntingdon  Township  over 
five  times,  in  Salem  Township  five  and  one-third  times,  in  Hemj)field 
Township  seven  times,  and  in  Donegal  Township  eleven  times  as 
much  as  one  of  his  neighbors  in  comparison  with  the  actual  value 
of  their  properties. 

Assessments  in  the  boroughs  averaged  even  lower  than  in  the 
townships.  There  was,  however,  the  same  lack  of  uniformity  both 
between  diff'erent  boroughs  and  within  the  same  borough  as  was 
found  in  the  township. 
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In  Table. S  are  shown  the  results  found  in  the  case  of  16S  borough 
properties  on  which  the  selling  price  and  assessment  was  secured. 

Table  8.    Ratio  of  Assessment  to  Sales  Value  of  Borough  Properties  in  West- 
moreland County 


Adamsburg 
Arona,  - 
Avonmore, 
Bolivar, 
Deny, 
E.  VandergTift 
Export 
Greensburg, 
Hyde  Park, 
Irwin, 
Jeannette 
Latrobe, 
Ligonier, 
New  Kensington 


Totals 


Assessment  in  Arona  averaged  three  and  one-half  times  as  high  as 
in  New  Kensington,  hence  Arona  pays  three  and  one-half  times  as 
much  county  tax  as  New  Kensington  in  proportion  to  the  value  of  the 
properties  in  the  two  towns.  In  the  borough  of  New  Kensington  one 
pr-operty  is  paving  nine  times  as  large  a  share  of  all  local  and  county 
taxes  as  another  property  within  the  same  borough,  on  the  basis  ot 
actual  value.  The  range  in  per  cent  in  other  boroughs  shows  glaring 
inequalities. 


Table  9.    Degree  of  Accuracy  with  which  Assessments  Measured  Selling 

Price  in  Westmoreland  County. 


Townships 

Boroughs 

Per  Cent  that 
Assessment  was 
ol  Selling  Ptice 

Niumber 
of 

Cases 

Per  Cent 
of 
Total 

Number 
of 
Oases 

Per  Cent 
of 
Total 

5 

1.-4 

2 

1.2 
3.0 
1.2 

16 

4.6 

5 

17 

4.8 

2 
5 

3.0 

16.6 
52.4 

22.6 

56 

16.0 
SO.  6 
33.7 

107 

28 

118 

88 

ai 

8.9 

38 

850 

100.0 

168 

100.0 
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From  the  data  in  Table  9  it  can  be  seen  that  in  only  thr.ee  per  cent 
of  the  cases  did  the  borongh  assessors  place  a  valuation  between  60 
and  S'O  per  cent  of  the  sales  value  as  instructed,  and  the  township 
assessors  in  16  per  cent  of  the  cases.  Borough  properties  were  as- 
sessed at  less  than  40  per  cent  of  the  actual  value  in  three-fourths 
of  all  the  cases  and  farms  in  about  two-fifths  of  all  cases  studied. 

Influence  of  Size  of  Rate  of  Assessment  in  Westmoreland  Coimty 

In  Table  10  are  shown  the- results  of  a  comparison  of  assessment 
and  selling  price  of  Westmoreland  County  properties  sorted  by  size 
so  as  to  check  on  the  influence  of  size  on  rate  of  assessment. 


Table  10.    Rate  of  Assessment  on  Properties  of  Different  Sizes, 


Value  of  Property  ' 

Boroughs 

Townships 

Number 
of 

Oases 

Rate 
of 

Assessment. 

Number 
of 
Cases 

Rate 
of 

Assessment. 

$100,000  and  over 

2 
12 

35 
54 
36 
33 

27.7 
30.6 

33. 0 
31.3 
36.0 
46.1 

2 
3 

27 
lOO 

94 
107 

28.4 
25.8 

40.4 
41.3 
45.5 
52.7 

$  25,000  to  $99,999    

$  10,000  to  $24,999   

$   5,000  to  $  9,999   

$   2,600  to  $  4,999    _ 

Under  $3,500    __. 

The  same  tendency  to  assess  the  cheaper  properties  too  high  in 
comparison  with  the  more  valuable  properties  when  their  actual  sell- 
ing value  is  taken  as  a  basis  is  manifest  both  in  towns  and  in  town- 
ships. The  rate  of  assessment  on  properties  in  the  townships  that 
were  worth  over  i|25,000  was  only  about  one-half  as  high  as  the  rate 
on  properties  that  sold  for  less  than  |2,500  In  the  boroughs  the 
highest  priced  properties  Avere  assessed  at  about  60  per  cent  of  the 
rate  that  held  for  the  cheaper  properties. 


Table  11.    Rate  of  Assessment  on  Properties  of  Different  Sizes  of  Boroughs. 


Greensburg 

New  Kensington 

other  Boroughs 

Value  of  Property 

Number 

Rate 

Number 

Rate 

Number 

Rate 

of  Cases 

of  Cases 

of  Cases 

$100,000  and  over   

1 

28.0 

1 

27.4 

0 

$25,000  to  $99,999   

3 

33.5 

4 

26.8 

5 

32.5 

$10,000  to  $24,999   

17 

40.2 

14 

23.9 

4 

35.1 

$  5,000  to  S  9,999   

16 

32.0 

16 

29.5 

22 

32.0 

$  2.500  to  $  4,999   

9 

39.8 

5 

32.2 

22 

■35.4 

Under  $2,500   

8 

35.1 

1 

91.0 

24 

49.2 

19 


CRAWFORD  COUNTY 

Crawford  County  was  selected  to  represent  the  northwestern  farm- 
ing area  outside  of  the  coal,  oil  and  gas  fields.  In  that  section  agri- 
culture, the  industries  in  the  towns  and  such  trading  and  commerce 
as  rests  on  these  two  must  carry  the  major  portion  of  the  tax  burden. 
In  this  respect  it  is  quite  similar  to  the  southwestern  section  repre- 
sented by  Lebanon  and  Lancaster  Counties  in  this  study,  but  it  has 
quite  a  different  type  of  agriculture  and  very  different  economic  con- 
ditions for  farming. 

The  selling  price  was  secured  on  227  farms  distributed  quite  gen- 
erally throughout  the  county  and  on  99  borough  properties  located 
in  four  of  the  leading  towns  in  the  county. 

A  comparison  of  the  assessment  witli  the  selling  price  of  the  town- 
ship properties  is  shown  in  Table  12  and  the  town  properties  in 
Table  13. 

West  Mead  Township  has  many  residence  properties  in  addition 
to  its  farms.  Data  Avere  secured  on  nine  farms  and  on  nine  residences. 


Table  12.    Ratio  of  Assessment  to  Sales  Value  of  Farms  in  Crawford  County. 


Township 


Athens 
Beaver 
BloomfleW 
Gamtiridge 
Conneaut 
Cussewago 
Fairfield 
E.  Fairfield 
E.  PalloiTfield 
Greenwood 
Hayfleld 
E.  Mead 
W.  Mead 
oil  Creek 
Pine 

Randolph 
Richmond 
Rockdale 
Rome 
Sadsbury 
N.  Shenango 
S.  Shenango 
Sparta 
Spring 
Steuben 
Summerhill 
Summit 
Troy 
Union 
Venango 
Vernon 
Wayne 
Woodeoct 


County  totals 


The  assessment  on  the  farms  in  this  township  averaged  43  per  cent 
of  the  selling  price  and  of  the  town  houses  16  per  cent  of  the  selling 


price. 


The  three  smallest  farms  averaged  31  per  cent,  the  three 
medium  sized  42  per  cent  and  the  three  largest  55  per  cent  of  the 
selling  price.    The  tendency  to  assess  large  properties  at  a  lower 
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rate,  found  in  Westmoreland  County,  does  not  hold  in  the  assessment 
of  farms  in  the  township  bnt  the  opposite  tendency  is  decidedly  in 
evidence. 

One  property  in  Sparta  Township  pays  tAvelve  times  as  much 
county  tax  as  a  certain  property  in  West  Mead  township  in  pro- 
portion to  their  value.  In  West  Mead  township  one  property  pays 
five  times  as  large  a  share  of  all  county,  school  and  road  taxes  as 
another  property  within  the  same  townshipi  in  proportion  to  their 
value  as  determined  by  selling  price.  In  Sparta  township  one  farm 
pays  almost  five  times  as  large  a  share  of  all  local  and  county  taxes 
as  another  farm  in  the  same  township  in  proportion  to  their  selling 
price.  In  most  of  the  townships  in  the  county  some  farms  are  as- 
sessed at  from  two  to  three  times  as  high  a  proportion  of  their  value 
as  other  properties  Avithin  the  same  townships. 

Undoubtedly  the  limited  number  of  samples  secured  in  some  of  the 
townships  limits  the  accuracy  with  Avhich  these  figures  may  be  said 
to  be  a  fair  sample  of  the  condition  in  each  township.  IMore  samples 
might  bring  the  township  averages  closer  together,  but  they  would 
also,  no  doubt,  show  up  more  glaring  variations  and  increase  the 
range  within  townships.  In  all  cases  data  were  secured  on  the  prop- 
erties in  each  township  which  changed  hands  during  the  last  two 
years  and  for  which  authentic  figures  could  be  obtained. 


Table  13.    Ratio  Assessment  to  Sales  Value  of  Borough  Properties  in  Craw- 
ford County. 


Borough 

Nninber  of 
Samples 

Average  Per 
Cent  that  As- 
sessment was 

of  the  Selling 
Price 

Range  in 
Per  Cent 

Cambridge  Springs  _   

12 

32 

ffl  to 

6 

36 

SO  to  45 

59 

35 

19  to  r?. 

12. 

37 

24  to  58 

Totals   .— 

99 

34.7 

19  to-  73 

Among  the  59  properties  studied  in  Meadville  some  are  paying 
almost  four  times  as  large  a  share  of  countA^  school  and  borough 
taxes  as  others  Avhen  based  on  selling  price. 


Table  14.    Degree  of  Accuracy  with  which  Assessments  Measvu-e  Sale  Value 

in  Crawford  County. 


Per  Cent  that  Assessment  was  of 
Selling  Price. 

Townships 

Boroughs 

Number  of 
Oases 

Per  cent 
of  Total 

Number  of 
Cases 

Per  eent 
of  Total 

7 

3.1 

9 

4.0 

9 

4.0 

42 

18.5 

3 

3.0 

91 

40.0 

?4 

VtA 

51 

62 

62.7 

18 

7.9 

10 

10.1 

227 

100,0 

99 

100.0 
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The  couuty  commissioners  of  CraAvford  County  say  that  all 
assessors  in  that  county  are  instructed  to  place  assessments  at 
one-half  of  the  actual  value.  Assuming  that  assessors  should  be 
able  to  make  assessments  within  10  per  cent,  of  this  figure  either 
way,  township  assessors  succeeded  in  doing  this  in  forty  per  cent, 
of  the  cases  and  borough  assessors  in  twenty-four  per  cent,  of  the 
cases.  Almost  30  per  cent,  of  the  farms  are  assessed  at  over  60 
per  cent,  of  this  value  but  only  three  per  cent,  of  the  borough  prop- 
erties. Of  the  farms  about  30  1-2  per  cent,  are  assessed  at  less  than 
40  per  cent.  Of  their  value  and  almost  73  per  cent,  of  the  borough 
properties  are  assessed  at  less  than  40  per  cent,  of  what  they  sold 
for.  •  .  '  ' 

The  average  assessment  of  the  the  227  farms  studied  is  one-third 
higher  than  the  assessment  of  the  99  town  properties  in  proportion 
to  their  value. 

The  full  significance  of  these  figures  and  of  the  condition  which 
existed  in  Crawford  County  previous  to  the  present  triennial 
assessment  can  be  realized  only  when  these  figures  are  considered 
in  connection  with  the  fact  that  the  present  triennial  assessment 
is  72  per  cent,  higher  in  Meadville  than  the  previous  assessment, 
in  Titusville  90  per  cent,  higher,  while  for  the  county  as  a  whole  the 
assessment  was  raised  only  27  per  cent. ;  indicating  that  the  farms 
had  been  assessed  at  very  nearly  the  present  rate  while  the  towns 
were  only  a  little  over  one-half  of  what  they  now  are. 

The  average  of  46.3  for  all  township  properties  is  reasonably 
close  to  the  50  per  cent,  for  which  the  commissioners  asked,  but 
this  is  little  consolation  to  the  farmer  whose  property  is  assessed 
at  one  and  one-half  times  its  value  while  other  farmers  in  the 
county  have  farms  assessed  at  one-seventh  of  their  value,  and  many 
city  properties  at  one-fifth  of  their  value.  Any  economics  that 
might  be  effected  in  the  making  of  assessments  could  save  the  far- 
mer only  an  insignificant  part  of  what  he  is  over-taxed  now  while 
on  the  other  hand  a  system  that  costs  twice  as  much  as  the  present 
one  but  secures  uniform  rates  of  assessment  would  be  well  worth 
all  it  would  cost  for  the  relief  from  unjust  taxation  which  it  would 
bring  about. 

Table  15.    Influence  of  Size  of  Property  on  Rate  of  Assessment. 


Townships 


Boroughs 


Value  of  Property 


iNuinber  of 

Oases 


Rate  of 
Assessment 


Number  of 
Oases 


Bate  of 
Assessment 


$25,0<X)  and  over 
$10,CK)0  to  $24,999 
$  5,000  to  $  9,999 
$  2,500  to  $  4,999 
Under  $2,500   


5 
29 
71 

m 


32.3 
42.9 
44.4 
58.5 


2 
12 
30 
42 
IS 


57.  C 
34.7 
32.8 
35.5 
39.4 
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If  one  disregards  the  properties  which  sold  for  over  f25,000,  of 
which  data  were  secured  on  only  two,  there  is  a  noticeable  lower- 
ing of  the  rate  of  assessments  as  the  value  of  the  property  increases. 
This  is  more  pronounced  in  the  townships  than  in  the  boroughs 
and  is  contrary  to  the  condition  found  in  West  Mead  ToAvnship, 
but  in  harmony  with  the  practice  in  Westmoreland  County  and  in 
the  City  of  Lancaster. 

WYOMING  COUNTY 

Wyoming  County  is  located  in  the  northeastern  dairy  section  of 
the  State  where  there  are  neither  coal,  oil,  gas  nor  extensive  indus- 
tries and  where  as  a  consequence  farming  and  such  trade  as  grows 
out  of  it  must  support  schools,  roads,  and  all  forms  of  local  govern- 
ment. This  county  is  fairly  representative  of  a  large  part  of  that 
northeastern  portion  of  State  which  lies  outside  of  the  anthracite 
coal  fields. 

Of  the  farms  which  were  sold  during  the  last  few  years,  107  were 
recorded  in  such  a  manner  that  the  selling  price  and  the  assess- 
ment on  them  could  be  secured. 

Similar  data  were  also  secured  on  91  properties  located  in  the 
various  boroughs  of  the  county. 

In  Table  16  are  shown  the  averages  by  townships  and  by  boroughs 
and  the  variation  found  within  each.  The  greatest  variations  were 
found  in  Tunkhannock  borough  and  in  Nicholson  township. 

Table  16.    Ratio  of  Assessment  to  Sales  Value,  Wyoming  County. 


Townshipi 


Braintrim   

Clinton   

Eaton  J.  

Exeter   

Palls   

Porkston   

Lemon   

Mehoopany   

Meshoppen   

Monroe  

Nicholson   

North  Branch   

Northmoreland   

Noxen  

Overfleld   

Tunkhannock   

Washington   

Windham  

Township  Totals 

Factory viUe  Boro.   

Laceyville  Boro.   

Meshoppen  Boro.   

Nicholson  Boro.   

Tunkhannock  Boro. 

Borough  Totals 


Average  Per 

Number  o£ 

Cent  that  As- 

Range in 

Oases 

sessment  was 

Per  cent 

of  Selling 

Price 

4 

SS 

27  to  67 

7 

37 

19'  to  82 

■  6 

31 

16  to  60 

4 

24 

21  to  36 

9 

30 

12  to  47 

8 

33 

23  to  47 

10 

34 

17  to  65 

2 

33 

31  to  56 

3 

51 

.    40  to  78 

10 

22 

12  to  55 

9 

36 

13  to  72 

3 

39 

30  to  60 

8 

19 

18  to  32 

5 

30 

24  to  60 

7 

16 

8  to  24 

3 

34 

20  to  .37 

4 

39 

30  to  42 

5 

45 

35  to  67 

107 

29.1 

8  to  82' 

16 

31 

22  to  59 

9 

44 

30  to  71 

14 

41 

22  to  00 

5 

39 

25  to  01 

47 

36 

8  to  lOO 

91 

36.2 

8  to  100 
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The  lowest  assessment  found  in  any  township  oi"  borough  was 
eight  per  cent,  of  the  sale  value  while  the  highest  was  100  per  cent. 
These  extremes  are  found  in  Tunkhanuock  Borough  and  show  that 
one  man  is  paying  taxes  at  over  twelve  times  as  high  a  rate,  com- 
pared to  the  value  of  his  property,  as  one  of  his  neighbors  pays. 
The  variations  in  all  the  political  divisions  are  great  enough  to 
cause  very  unjust  distribution  of  taxes.  - 


Table  17.    Degree  of  Accuracy  with  which  Assessments  Measure  Sales  Value 

in  Wyoming  County. 


Per  Cent,   that  Assessment  was  of 
Selling  Price 

Towr  ships 

Boroughs 

t^umber  of 
Cases 

Per  Cent 
of  Total 

Number  of 
Cases 

Per  Cent 
of  Total 

90  to  100         

3 
1 
7 

36 
33 
11 

3.3 
1.1 
7.7 
39.6 
36.2 
12.1 

80  to  89   

1 

y 

95 
44' 
28 

1.0 
8.4 
23.4 
41.1 
26.1 

60  to  79   

40  to    59                         -       .    — 

zo  to    39                             — -   

Under  25    

Totals    —   

107 

100.0 

91 

ICO.O 

In  this  distinctly  agricultural  section  a  condition  is  found  which 
is  exactly  the  opposite  of  that  found  in  other  counties  studied.  The 
borough  assessments  not  only  average  higher  than  the  township 
assessments,  but  the  variation  in  assessments  is  greater  in  the 
boroughs.  This  is  the  only  county  encountered  thus  far  where  no 
assessments  of  over  100  per  cent,  were  found  and  only  one  farm  of 
over  80  per  cent,  while  four  town  properties  are  assessed  at  more 
than  80  per  cent,  of  what  they  were  sold  for.  Forty-eight  per  cent 
or  less  than  half  of  the  town  properties  and  67  per  cent  or  two- 
thirds  of  the  farms  are  assessed  at  less  than  10  per  cent,  of  actual 
value. 

Influence  of  Size  on  Rate  of  Assessment 


Table  18.    Influence  of  Size  of  Property  on  Rate  of  Assessment. 


Value  of  Property 

Townships 

Boroughs 

Number  of 
Cases 

Rate  of 
Assessment 

Number  of 
Cases 

Rate  of 
Assessment 

$10,000  to  $24,999     

6 

18.0 

3 

36.9 

$  5,000  to  $  9,999  -                   -  ^   

19 

26.1 

15 

34.1 

$  2,500  to  $  4,999     

33 

83.5 

24 

33.1 

Under  $2,500       

49 

44.2 

49 

48.5 

24 


Farms  worth  over  $10,000  are  assessed  at  less  than  half  as  high 
a  rate  as  those  worth  less  than  $2,500.  In  the  towns  this  tendency 
to  assess  the  more  valuable  properties  relatively  lower  than  the  less 
valuable  ones  is  less  pronounced  and  less  consistent  than  in  the 
townships,  but  the  tendency  appears  to  hold  especially  in  the  lowest 
class  of  properties. 

WARREN  COUNTY 

Warren  County  was  chosen  to  represent  the  conditions  found  in  the 
oil  and  gas  regions  of  the  State. 

In  Table.  19  are  shown  the  results  of  comparing  the  assess- 
ment with  the  selling  price  of  113  farms  on  which  it  Avas  possible 
to  secure  these  tAvo  figures.  The  A^ariations  are  enormous  in  practi- 
cally all  districts.  In  Elk  ToAvnship  Avhere  only  tAvo  samples  Avere 
obtained  both  are  assessed  at  an  extremely  high  rate.  It  is  prob- 
ably not  safe  to  conclude  that  so  few  samples  are  typical  of  the 
toAvnship.  The  entire  113,  hoAvever,  may  be  assumed  to  shoAV  fairly 
Avell  the  conditions  throughout  Warren  County,  especially  the  enoi*- 
mous  variations  which  exist. 

Table  19.    Ratio  of  Assessment  to  Sales  Value  of  Farms  in  Warren  County. 


Average  Per 

Number  of 

Cent  that  As- 

Range in 

Township 

Samples 

sessment  was 

Per  cent. 

of  Selling 

Price 

Erokenstraw      -           -  -- 

8 

31 

13  to  SO 

ConewangQ.     .  -  

5 

52 

.35  to  120 

Columbus  .  -   -                 -  -— 

11 

58 

14  to  133 

Corydon    --- 

4 

37 

20  to  100 

Deerfield                             -  - 

6 

51 

20  to  66 

Eldred  _   -  -      -   — 

■8 

36 

13  to  100 

Preehold    _  _  _  _ 

5 

58 

39  to  ino 

Farmington                         -  . 

li 

61 

20  to  115 

Pine  Grove  -   

11 

52 

20  to  SO 

Pittsfleld     ----- 

7 

51 

33  to  90 

Sugar  Grove     

11 

37 

18  to  95 

Spring  Oreek  

9 

39 

22  to  160 

South  West  —   

5 

37.6 

25  to  69 

11 

42 

24  to  151 

Township  Totals  

113 

47.2 

13  to  100 

In  Columbus  ToAvnship  among  eleven  cases  Iavo  Avere  found  where 
over  nine  times  as  much  tax  was  paid  by  one  in  proportion  to  value 
as  by  another.  In  Eldred  Township  one  farm  paid  eight  times  as 
much  as  another,  in  BrolvenstraAV  six  times,  in  Farmington  six 
times,  in  Spring  Creek  and  South  West  seven  times,  and  in  Sugar 
Grove  and  Corydon  five  times  as  much  as  other  farms  in  the  same 
townships  in  proportion  to  the  actual  value  of  the  farms. 
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Table  20.    Ratio  of  Assessment  to  Sales  Value  of  Properties  in  the  Borough 

of  Warren. 


Ward 

•Number  of 

Samples 

Average  Per 
Cent  that  As- 
sessmeat  was 
of  Selling 
Price 

Kangt  in 
Per  cej  it. 

13 
5 
7 
21. 
24 
18 
10 
10 
6 

46.5 
66.0 
46.9 

^'/"  A 
Of  .tt 

31.6 
33.5 
3S.1 
37.2 
2r.8 

25  to  60 
52  to  89 
£9  to  55 
10  to  55  " 
19  to  49 
24  to  6S  ■ 

22  to  67 

23  to  .51 
22  to  40 

120 

42.0 

10  to  89 

In  comparing  the  data  in  Table  20  with  that  in  Table  19,  it  is 
apparent  that  there  is  somewhat  more  uniformity  in  the  Borough 
assessments  than  in  the  townships.  The  range  of  from  10  per  cent, 
to  89  per  cent  of  sales  value  shows  however  that  there  is  room  for 
a  great  deal  of  improvement  here.  ... 


Table  21.    Influence  of  Size  on  Rate  of  Assessments  in  Warren  County. 


Value  of  Property 

Townships 

Boroughs- 

Number  of 

Cases 

Bate  of 
Assessment 

Number  of 
Oases 

Rate  of 
Assessment 

4 
5 

37 
61 

13 

53.3 
52.0 
35.8 
38.4 
44.1 

3 
13 
30 
67 

33.3 
42.9 
41.6 
61.4 

From  Table  20  it  is  evident  that  in  the  first,  second,  and  third 
wards,  v>^here  the  most  valuable  properties  are  located,  the  rate  is 
higher  than  in  any  other  ward.  The  data  in  Table  21  also  checks 
the  fact  that  in  the  borough  there  is  a  tendency  to  assess  the  higher 
priced  properties  at  a  higher  rate.  This  tendency  is  the  opposite 
from  that  found  in  most  of  the  other  counties  studied  and  also  the 
opposite  of  the  conditions  found  in  the  rural  sections  of  Warren 
County  where  farms  valued  under*  $2,500  are  assessed  at  almost 
twice  as  high  a  rate  as  those  Avhich  sold  for  over  |10,000.  , 

REAL  ESTATE  INCOMES  COMPARED  WITH  TAXES 

The  Problem 

In  this  part  of  the  study  we  have  assumed  that  the  main  purpose  in 
taxation  is  to  raise  money  to  finance  the  necessary  and  recognized 
functions  of  the  government.    In  levying  and  collecting  taxes  the 
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aim  should,  therefore,  be  to  secure  the  necessary  amount  of  money 
with  the  least  possible  amount  of  hardship  to  the  taxpayers. 
Whether  this  means  in  all  cases,  a  tax  that  is  directly  proportional 
to  the  income  of  the  taxpayer  or  graduated  with  the  size  of  the 
income,  it  is  not  our  purpose  to  attempt  to  discuss  here  but  we  do 
believe  that  property  taxes  should  be  proportional  to  the  income 
from  the  property.  The  major  portion  of  all  taxes  should  come  out 
of  the  current  income  of  the  people,  that  is,  out  of  the  surplus  above 
,cost  of  operation.  Therefore,  a  comparison  of  taxes  with  income  is 
one  of  the  first  essentials  in  judging  the  equity  of  any  taxing  system, 
and  so  far  as  real  estate  taxes  are  concerned  it  is  the  main  basis  for 
judgment. 

To  collect  taxes  which  cannot  be  paid  entirely  out  of  current  in- 
come means  taking  a  portion  of  the  saved  up  capital  of  the  people 
and  using  it  for  current  government  expense,  or  else  the  redistribut- 
ing of  this  cajjital  among  other  owners.  There  are  some  who  believe 
that  the  State  should  perform  this  socialistic  function  of  redistribut- 
ing the  wealth  of  the  people,  but  so  far  the  government  is  doing  it 
consciously  only  in  the  case  of  inheritance  taxes  and  it  is  not  the 
purpose  of  this  study  to  discuss  these.  The  study  is,  therefore,  made 
with  the  view  of  finding  out  to  what  extent  taxes  on  real  estate 
are  proportional  to  the  income  from  different  kinds  of  real  estate,  in 
the  belief  that  this  is  the  best  measure  of  their  equity. 

One  of  the  chief  purposes  in  State  aid  to  local  units  of  government 
for  schools,  highways  and  similar  purposes  is  to  give  the  people  of 
the  less  populous  and  less  wealthy  sections  schools,  roads  and  other 
facilities  for  social  and  economic  activities  more  nearly  on  a  par 
with  those  enjoyed  in  the  more  densely  settled  portions  of  the  State 
without  imposing  tax  burdens  on  the  less  wealthy  sections  which 
it  is  impossible  for  these  people  to  cari'y.  Chidren,  born  and  educated 
in  these  remote  areas,  are  being  educated  not  for  the  good  of  those 
areas  alone,  but  for  the  good  of  any  section  of  the  State  or  Nation 
in  which  they  may  later  reside.  Main  higliAvays  through  rural  sec- 
tions are  used  today,  not  chiefly  by  the  people  who  live  along  them, 
but  by  the  citizens  of  the  State  and  Nation  as  a  whole.' 

Development  of  the  resources  of  the  State  would  in  many  cases  be 
hampered  if  each  section  had  to  build  its  own  highways.  Hence  it  is 
felt  that  the  burden  of  education  and  of  building  maintaining  high- 
Avays  should  be  to  some  extent  equalized  and  not  fall  with  a  dispor- 
tionate  force  on  the  citizens  of  the  remote  areas  as  compared  with 
the  burden  on  the  citizens  of  other  sections.  State  aid  should  distri- 
bute the  cost  of  maintaining  schools  and  highways  somewhat  equit- 

^According  to  data  collected  by  the  Bureau  of  Public  Roads,  United  States  Department  of 
Agriculture  on  six  of  the  main  highways  in  Pennsylvania,  4.84  per  cent  of  the  passenger  cars 
passing  over  these  roads  were  farm  owned  and  95.16  per  cent  were  city  owned.  Of  the 
trucks  5.14  per  cent  were  farm  owned  and  94.86  per  cent  were  city  owned.  (Used  by  courtesy 
of  U.  S.  Department  of  Agriculture.) 


ably  among  all  the  citizens  of  the  State.  Does  the  present  system 
accomplish  that  purpose?  If  not,  where  does  it  fail  to  do  so  and  in 
Avhat  respect  can  it  be  improved  so  as  to  more  nearly  equalize  the 
burden  of  tax  paying? 

Taxes  on  real  estate  are  the  main  source  of  the  local  support  for 
schools  and  highways,  therefore  a  comparison  of  the  income  and 
and  taxes  on  real  estate  in  different  sections  Avill  give  some  measure 
of  the  degree  of  equalization  brought  about  by  State  aid.  How  evenly 
does  the  local  tax  fall  on  farm  real  estate  in  different  sections  of  the 
State?  How  does  the  tax  burden  on  town  real  estate  compare  with 
that  on  farm  real  estate?  How  evenly  is  the  tax  in  towns  distributed 
among  the  different  types  of  real  estate  in  the  town  ? 

Procedure 

To  get  some  authentic  answer  to  these  and  other  questions,  income 
and  tax  data  were  collected  on  a  large  number  of  properties  situ- 
ated in  the  urban  and  rural  sections  of  Lebanon,  Lancaster,  West- 
moreland, Crawford,  Warren  and  Wyoming  Counties  in  Pennsyl- 
vania. 

Problems  Involved 

One  of  the  difficulties  encountered  was  in  securing  data  on  incomes 
from  different  kinds  of  property  on  a  l>asis  that  definite  comparison 
can  be  made.  In  the  case  of  city  and  borough  propei'ties  a  sample 
Avas  secured  from  these  that  are  being  rented.  The  cash  rental  for 
a.  year  was  taken  to  represent  the  gToss  income  from  such  properties. 
Not  many  landlords  keep  accurate  accounts  of  exjtenditures  on  prop- 
erty but  such  data  were  secured  wherever  possible  and  in  other  cases 
estimates  were  secured  from  real  estate  dealers  on  the  proportion  of 
the  gross  income  from  property  that  is  net  before  taxes  are  paid. 

In  the  case  of  farm  properties,  data  were  secured  from  cost  ac- 
counts where  any  -were  available  and  in  other  cases  an  estimate  of 
the  complete  income  and  expenditures  from  the  farm,  and  the  labor 
expended  on  it  Avas  secured  by  making  a  farm  income  survey  Avith 
the  assistance  of  the  farmer  an  such  records  as  he  had  available. 
The  farms  were  selected  with  the  aid  of  the  county  agent  so  as  to 
represent,  as  nearlv  as  possible,  a  fair  sample  of  tlie  agriculture  of 
the  county  or  of  the  respective  tOAvnship  under  consideration.  In 
Lancaster  County  where  the  data  Avere  secured  from  cost  account 
books,  kept  by  the  farmer  Avith  the  aid  and  direction  of  Mr.  Harry 
Sloat,  farms  better  than  the  average  of  the  county  make  up  the 
sample.  Only  the  better  type  of  farmer  can  generally  be  induced  to 
keep  accurate  cost  accounts.  In  Lebanon  County  records  that  had 
been  collected  by  the  county  agent,  Mr.  A.  C.  Berger,  with  the  aid 
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of  Farm  Management  specialists  from  The  Pennsylvania  State 
College/  were  nsecl  as  sources  of  income  data.  These  farms  were 
.selected  to  be  as  fair  a  sample  as  possible  of  the  main  portion  of  the 
agriculture  of  the  county. 

On  tenant-operated  farms  the  total  income  from  sales  of  the  land- 
lord's share  of  the  products  was  taken  as  the  gross  income  from  the 
farm  real  estate  to  compare  with  the  gross  rentals  on  city  properties. 
This  income,  less  the  expenditures  miade  by  the  landlord  for  repairs 
to  maintain  the  property  in  the  same  condition  as  at  the  beginning 
of  the  year  and  for  insurance,  are  taken  as  the  net  income  from  the 
farm  real  estate  before  taxes  are  paid. 

Where  farms  are  operated  by  the  owner  it  is  more  difficult  to  de- 
termine that  portion  of  the  income  should  be  attributed  to  the  farm 
real  estate  and  what  portion  to  the  farmer's  business  enterprise  of 
farming.  It  is  difficult  to  estimate  accurately  the  value  of  the  house 
rent  which  the  farm  supplies  since  few  houses  are  rented  in  the  local- 
ities wliere  the  farms  are  situated.  The  value,  on  the  farm,  of  such 
products  as  the  farmer  and  his  family  consume  is  also  quite  difficult 
to  estimate  very  accurately. - 

The  figure  for  the  net  income  from  real  estate  on  farms  operated 
by  the  owner  therefore  contains,  from  necessity  quite  a  number  of 
estimates.  These  estimates  were,  liow-ever,  made  in  nearly  all  cases 
with  the  assistance  of  the  farm  OAvner  and  Ave  believe  are  on  the 
average  fair  estimates. 

In  order  to  allow  the  reader  bases  for  drawing  his  conclusions  other 
than  the  figure  for  net  income  AA^hich  includes  so  many  estimates, 
tAvo  other  figures  Avill  also  be  given.  To  some  persons  one  figure 
may  be  more  valuable  and  to  others  one  of  tlie  other  figures.  In 
all  cases  a  study  of  all  three  should  give  a  fairlv  accui-ate  picture 
of  the  relation  of  taxes  to  income  on  these  owner  operated  farms. 

Three  Methods  for  Showing  Income  on  Owner-Operated  Farms 

1.  Net  income  from  the  farm  real  estate  before  taxes  are  paid  is 
figured  by  crediting  the  farm  with  all  receipts  from  sales  of  products 
of  the  farm,  any  increases  in  inventory  either  of  the  real  estate  or 
of  livestock  or  crops,  the  estimated  value  of  the  house  rent  and  of 
the  products  of  the  farm  consumed  by  the  farmer  and  his  family. 
From  this  all  expenses  in  connection  Avith  the  farm  business  (except 
taxes  and  interest  on  borrowed  money)  are  deducted,  also  the  value 

'These  records  were  a  part  of  a  production-consumption  sur-pey  conducted  there  in  the  summer 
of  1924  l)y  the  Pennsylvania  Department  of  Agriculture,  The  Pennsylvania  State-  College,  ana 
tlie  TTnited'  States  Department  of  Agriculture. 

■-In  this  study  the  estimates  for  these  two  items  averaged  ,$477  in  Lancaster  County ;  .$b22 
in  II(.mpfield  Township,  AVestmoreland  County;  .512  in  Upper  Burrell  Townslup,  AVestmoreland 
County;  $475  in  Cravvford  County;  $444  in  AVarren  County:  and  $414  in  AVyoming  County. 
Estimates  for  these  same  items  on  7,738  farms  in  thirty  different  communities  m  the  United 
States  for  the  year  191 S  to  1922  averaged  $518  per  farm  or  $130  per  adult  equivalent  m  the 
family.   (U.  S.  D.  A  Bui.  iSIo.  1338  pp.  S  and  9.) 
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at  going  wages  in  tlie  community  for  farm  labor  of  all  work  done 
by  other  members  of  the  farmer's  family,  and  the  farmer's  estimate 
of  the  value  of  his  own  time.^ 

2.  The  farm  and  Jal)or  income,  generally  knoAvii  in  farm  manage- 
ment studies  as  "farm  income"  represents  Avhat  the  farmer  had  for 
his  labor  and  management  and  from  the  investment^  in  the  farm 
in  addition  to  a  hoiise  to  live  in  and  such  products  of  the  farm  as  he 
and  his  family  consumed  after  paying  all  expenses  in  operating  the 
farm  except  taxes  and  interest  and  alloAving  for  unpaid  familv  labor 
at  going  wage  rates  for  farm  laibor.  Tliis  is  not  comparable  Avitli 
either  net  or  gross  income  from  town  properties  since  it  is  the  net 
return,  above  these  rent  and  products  consumed,  from  both  the  real 
estate  and  the  farm^er's  own  time. 

Z.  The  current  neit  cash  income  is  simply  all  money  taken  in,  less 
all  money  paid  out  in  connection  with  the  farm  business  before  taxes 
and  interest'  are  paid.  No  personal  expenses  are  included  but  only 
such  expenses  for  labor,  supplies,  insurance,  etc.,  as  were  made  to 
conduct  the  farm  business  and  to  maintain  the  farm,  no  check  being 
made  on  whether  the  farm  was  in  better  or  in  poorer  condition  at 
the  end  of  the  year  than  at  the  beginning  nor  whether  more  or  less 
supplies  or  livestock  wei-e  at  hand  thian  at  the  beginning  of  the  year. 
This  figure  is  valuable  cliiefly  to  see  in  what  position  the  farmer  and 
bis  family  found  themselves  with  respect  to  ready  cash  -oath  which 
to  pay  taxes,  interest  on  any  borrowed  money,-  for  automobiles  for 
pleasure  use,  and  for  necessary  living  expenses. 

Summary  on  Real  Estate  Incomes  and  Taxes 

In  Ta.ble  22  are  shoAvn  the  amount  of  taxes  paid  on  different  kinds 
of  real  estate  in  the  six  counties  of  the  State  where  the  study  was 
conducted,  and  what  per  cent  the  taxes  were  of  the  gross  income  and 
of  the  net  income  respectively  on  these  properties. 

'The  est'niRtp  of  the  TaUie  of  the  tarmev's  own  tim?  averaged  $10S7  in  Lancaster  County; 
$77^^  in  Hempfiold  Town-^lilp.  Westmoreland  County :  -?-t02  in  Unp-?r  Burrell  Townsliip.  West- 
mnroland  Countv ;  $714  in  Crawforfl  Counts';  $608  in  Warven  Counts'-;  and  $637  in  Wyomins 
County.  In  I.ohanon  County  no  estimates  lypre  secured  when  tlie  records  were  talsen  and  $600 
was  allowed  on  all  farms  in  th'it  county.  AVhen  one  considers  the  average  wage  paid  for  farm 
lahor  in  each  countv  and  the  f-^ct  that  the  farmer  generally  made  his  estimate  on  the  hasis 
of  hav'ttg  a  house  to  live  in  nnd  farm  products  to  use.  while  in  the  calculation  of  net  income 
the  farm  was  cred'ted  with  these  it^ms.  it  is  evident  that  the  allowance  for  the  farmer's  time 
is  from  $2''0  to  y.'ino  too  low.  Since  there  may  be  some  question  as  to  whether  a  man's  time 
is  worth  more  if  he  hns  a  larg3  fam'ly  than  if  he  has  only  a  wife,  the  writer  has  chosen 
to  err  on  the  oonservat've  side  and  include  nothing  for  house  rent  and  products,  with  this 
explanation  realizing  that  it  is  somewhat  unfair  to  the  farmer,  but  not  knowing  exactly  how  much. 

-In  no  case  is  interest  on  any  debt  allowed  amon.g  the  expenses  nor  interest  on  the  farmers 
own  investment.  The  ob.iect  is  to  figure  the  returas  from  the  farm  real  estate  as  such  and 
the  taxes  paid  on  it,   regardless  of  Avho  really  owns  it. 
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Table  22.    Income  and  Taxes  on  Town  and  Farm  Real  Tstate  in  Six  Pennsyl- 
vania Counties.  . 


Property 
Location  of 


Lebanon  city   

Lebanon  city   

Lebanon  Oo.   

I^ebanon  Oo.   

Lancaster  city  

Lancaster  city  

Lancaster  Co.   

Lane-aster  Oo.   

Greensburg  

New  Ken.?ington  __. 
New  Kon.sington  __. 
Heinpfleld  Twp.,  - 
Westmoreland  Oo. 
U.  Burrell  TVp. ,  . 
Westmoreland  Co. 

Meadville   

Orawf Orel  Oo .   

Tiinkhannock  

Wyoming  Oo.   

Warren  Oit-y  

Warren  Co.   


Type  of  Pi-operty 


Residence   

Business   

Tenant  operated  farm 
O'M'ner  operated  farm  __ 
Large  business  block  __ 

Sinall  businessi  block  

Residence   

Tenant  operated  farm  __ 
Owner  operated  farm 
Large  business,  block 

Residence   

Business   '  

Tenant  operated  farms 
Owner  operated'  farms  -- 
Owners  operated  farms 
Business  &  Residence 
Owner  operated  farms 
Business  &  Residence 
Owner  operated  farms 

Business   

Owner  operated  farms 


Per  cent 

Per  cent 

of  Net  In- 

Average 

of  Gross 

come  Be- 

or in 

Taxes 

Income 

fore  Taxes 

e  3 

Paid 

Taken  for 

Are  Paid 

Taxes 

Taken  for 
Taxes  * 

35 

$49 

11.7 

14.9 

2 

1,066 

17.1 

20.3 

55 

187 

18.4 

24.6 

105 

154 

(^) 

33.9 

3 

1,032 

11.8 

15.1 

i 

273 

9.7 

12.7 

182 

26 

10.0 

13.0 

7 

137 

8.7 

11.9 

•  C9 

168 

(1) 

16.7 

f> 

3,604 

18.2 

12.2 

0 

140 

11.3 

14.6 

8 

1,291 

15.8 

19.0 

8 

303' 

18.8 

76.1 

23 

204 

45.2 

2S 

94 

268.0 

8 

1.30 

11.2 

14.3 

40 

117 

(^) 

30 

8J 

15.2 

18.fi 

27 

152  . 

(1) 

24.0 

13 

1,339 

31.0 

34.5 

43 

921 

(1) 

102.2 

Wot  calculated  for  owner  operated  farms  since  it  was  impossible 
to  get  a  figure  representing  gross  income  from  farm  real  estate. 

^Minus  ^33  before  taxes  of  |117  were  paid. 

^For  distribution  of  the  samples  see  the  tables  under  each  county. 
*For  comparison  of  Farm  and  Labor  Income  and  Current  Net  Cash 
Income  with  Net  Income  see  tables  under  each  county. 

A  Comparison  of  the  percentage  of  net  income,  before  taxes  are 
paid,  required  to  pay  the  tax  on  real  estate  in  different  towns  of  the 
State  shows  a  fair  degree  of  uniformity  except  in  the  case  of  Warren 
where  the  tax  averages  about  one  and  one-half  times  as  large  a  por- 
tion of  the  net  income  as  in  most  other  towns  studied.  Comparing 
the  town  property  with  the  farms  in  the  same  county  shows  a  greater 
iportion  of  income  consumed  by  taxes  on  the  farms  than  in  the  towns 
in  every  case.  In  Lancaster  County  the  difference  is  very  slight.^ 
The  difference  is  especially  glaring  in  Crawford,  Warren  and  West- 
moreland Counties.  In  Wyoming  County  over  thirty  per  cent 
larger  a  portion  of  the  income  on  farms  is  required  than  in  Tunk- 
hannock,  in  spite  of  a  higher  rate  of  assessment  in  the  town. 

In  Warren  County  about  three  times  as  large  a  portion  of  the 
income  from  farms  as  from  town  ])roperty  was  taken,  in  Westmore- 
land County  from  two  and  one  half  to  thirteen  times,  and  in  Craw- 
ford County  the  farms  had  a  minus  net  income  before  taxes  Avere 
paid  while  toAvn  property  paid  less  fifteen  per  cent  of  the  net  income 
in  taxes. 


iQne  must  bear  in  mind  that  the  Lancaster  County  farms  studied  are  considevedably  above 
the  average  o£  the  farms  in  that  county. 
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A  comparison  of  the  different  sections  of  the  State  brings  out  more 
more  forcefully  the  lack  of  equality  in  the  tax  burden.  All  town  real 
estate  studied  averaged  22  per  cent  of  the  net  income  consumed  by 
taxes.  Lancaster  and  Lebanon  averaged  15.7  per  cent.,  while  the 
farms  in  these  two  counties  averaged  17.3:  per  cent.^  All  towns 
studied  in  the  other  four  counties  averaged  21.5  per  cent  of  the  net 
income  for  taxes  while  on  the  farms  in  these  four  counties  an  aver- 
age of  55.1  per  cent  of  tlie  net  income  was  required  to  pay  the  taxes. 
Not  only  do  the  rural  sections  pay  relatively  more  taxes  than  the 
towns,  but  the  schools  and  I'oads  which  these  taxes  secured  were 
not  on  a  par  with  those  in  the  toAvns  and  cities,  nor  were  the  schools 
and  roads  any  better  in  the  rural  sections  Avhere  over  half  of  the  net 
real  estate  income  was  required  to  pay  taxes  than  in  the  better 
farming  areas  of  the  State  where  the  burden  Avas  much  lighter. 

A  Comparison  of  Farm  and  Labor  Income  and  Taxes 

The  per  cent  of  farm  and  labor  income  taken  for  taxes  does  not 
admit  of  any  direct  comparison  with  any  city  data  secured,  there- 
fore, it  was  not  included  in  the  table  of  state-wide  summaries.  The 
figures  for  this  item  can  be  seen  in  the  tables  under  each  county. 

Farm  and  labor  income  can  be  most  nearly  compared  to  the 
annual  profit  before  taxes  are  paid  of  a  city  merchant  Avho  owns  the 
building  in  which  he  conducts  his  business  and  in  which  he  lives  not 
allowing  any  interest  on  the  investment  in  the  building,  equipment 
or  stock  nor  any  salary  for  his  own  time.  It  may  also  be  compared, 
in  the  case  of  a  corporation,  to  all  profits  before  taxes  are  paid; 
plus  all  salaries  of  officials,  directors,  managers,  and  foremen;  plus 
all  interest  on  indebtedness;  plus  all  dividends  paid  on  capital 
stock;  plus  all  earnings  put  in  reserve  or  into  improvements  an  ex- 
tensions. It  also  includes  the  labor  performed  by  the  farmer  himself 
and  should  therefore  include,  in  the  case  of  the  coi-poration.  a  por- 
tion of  the  wages  paid.  If  all  such  merchants  and  all  corporations 
paid  15  per  cent  of  this  amount  in  taxes  in  Lebanon  County,  10  per 
cent  in  Lancaster  Coranty,  60  per  cent  in  Westmoreland  Couuty,^ 
Ifi  per  cent  in  Crawford  County,  12  per  cent  in  Wyoming  County, 
and  27  per  cent  in  Warren  County  they  would  be  carrying  relatively 
the  same  tax  burden  as  do  the  farmers  of  these  respective  counties. 

Current  Net  Income  and  Tax  Comparisons 

Upper  Burrell  Township  Westmoreland  County,  paid  22  per  cent  of 
the  current  net  income  from  farms  in  taxes  while  in  Hempfield 

iThe  reader  should  bear  in  mind  the  fact  that  farms  used  in  Lancaster  Coumty  were  above 

^^'nVcItSor'elim  r'omitv"  percentage  is  based  on  all  owner  operated  farms  studiecl  in  both 
Hempfield  and  Upper  Burrell  Townships.  If  th  county  has  rclatiTCly  more  agriculture  of  the 
type  found  in  Hempfield  than  of  the  type  found  in  Upp«r  Burrell,  then  the  percentage  for 
the  whole  countj-would  be  lower.  For  Hempheld  alone  it  is  34  per  cent.  Upper  Burrell 
alone  can  not  be  calculated  on  a  percentage  basis  on  account  of  a  minua  farm  income  of  ?8b. 
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Township  42  per  cent  of  the  current  net  income  was  required.  When 
one  compares  this  Avith  the  percentage  of  net  income  from  farm  real 
estate  and  witli  the  percentage  of  farm  and  labor  income  required  in 
these  two  townships,  it  becomes  quite  clear  that  this  figure  gives  a 
quite  illuminating  view  of  the  farm  business  and  taxes. 

In  Upper  Eurrell  Township  42  per  cent  of  the  total'  actual  ex- 
pense in  operating  the  farm  was  for  work  performed  by  other  mem- 
bers of  the  family  for  which  no  cash  was  paid  out.  in  Hempfield 
Township  only  12  per  cent  of  the  actual  expense  was  for  unpaid 
family  labor.  The  minus  farm  and  labor  income  of  |>S6  in  Upper 
Burrell  Township  shows  in  what  position  these  farmers  would  find 
themselves  when  time  for  paying  taxes  comes  around  if  they  paid 
the  members  of  their  families  for  the  work  done  on  the  farm  at  going 
farm  wages  in  the  towship.  In  Hemfield  the  farmer  could  pay  for 
all  the  work  done  and  require  one-third  of  all  that  he  and  the  farm 
together  could  produce  to  pay  taxes  leaving  him  two-thirds  of  the  net 
earnings  for  himself  and  the  farm  or  about  |400  for  interest  on  any 
indebtedness,  interest  on  his  investment,  and  for  his  hibor  and 
management. 

Farm  and  Family  Earnings  and  Taxes 

Another  view  that  one  may  take  is  of  the  total  earnings  of  the 
farm,  the  farmer,  and  all  members  of  his  family  who  worked  on  the 
farm  and  the  percentage  of  this  required  for  taxes.  In  Hempfield 
Township  the  farm,  valued  at  |10,025,  the  farmer,  and  his  family 
earned  a  total  of  |1034  and  paid  |204  in  taxes  on  the  farm  property. 
In  Upper  Burrell  Township,  the  farm  valued  at  $6,000,  the  farmer, 
and  his  family  earned  |661  and  paid  |94  in  taxes.  In  Crawford 
County  the  farm  valued  at  |7,620,  the  farmer  and  members  of  his 
family  earned  1651  and  paid  taxes  on  an  average  of  .|117.  In  War- 
ren County,  the  farm  valued  at  |3900,  the  farmer  and  members  of 
his  family  earned  |476  and  paid  ,^92  in  taxes.  Thus  the  Hempfield 
Township  fanner  and  his  family  had  |830,  the  Upper  Burrell  Town- 
ship farmer  $567,  the  Crawford  County  farmer  |534,  and  Warren 
County  farmer  |384  for  interest  on  the  investment,  clothing  for  the 
family,  automobiles  for  pleasure  driving,  doctor's  bills  and  medicine 
and  such  food  and  fuel  as  the  farm  did  not  supply. 

The  comparison  of  the  proportion  of  net  income  from  farming  prop- 
erty in  diH:'erent  sections  of  the  State  that  is  required  to  pay  the 
taxes  shows  how  inadequate  is  the  present  system  of  State  aid  in 
equalizing  the  burden  of  taxation.  Not  only  has  the  system  failed 
to  equalize  the  tax  burden,  but  by  the  establishment  of  minimum 
standards  for  schools  and  highways  without  sufficient  aids  to  the 
poorer  sections  to  equalize  tax  burdens,  it  has  tended  to  dictate 
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the  amount  of  local  tax  Avhich  must  be  raised  until  ownership  of 
farm  property  has  been  practically  confiscated  in  many  rural  sec- 
tions.   These  standards  were  no  doubt  low  enough  and  the  schools 
and  highways  none  too  good  but  the  State  assumes  the  autliority  of 
setting  minimum  standards  it  should  also  assume  the  burden  of 
pa}dng  to  maintain  these  standards  all  costs  in  excess  of  wliat  the 
local  people  can  bear  and  of  right  ought  to  bear  in  comparison  with 
citizens  of  other  sections  of  the  State.    The  graduated  scale  for  the 
payment  of  State  aid  is  good  so  far  as  it  goes  but  is  not  sufflcienrly 
gi-aduated  to  extend  the  proper  amount  ©f  aid  to  the  poor-er  sections. 
While  the  Lancaster  County  farmer  was  compelled  to  pay  from  12 
to  17  per  cent  of  the  income  which  his  farm  earned  last  year  in  tax- 
es, in  Warren  County  he  paid  over  100  per  cent,  in  Upper  Burrell 
Township,  Westmoreland  County  almost  275  per  cent  and  in  Craw- 
ford County  he  paid  |117  in  taxes  on  farms  that  in  the  past 
year  failed  to  earn  operating  expenses,  insurance  and  mainten- 
ance.^ Wliile  the  farmers  hold  deeds  to  these  farms,  the  real  owner- 
sliip  of  the  property  has  been  practically  confiscated  by  the  levying 
of  taxe-!  which  consume  not  only  .ill  economic  rent,  but  also  con- 
siderable more.  That  the  school  directors  and  road  supervisors  Avhom 
these  farmers  elected  levied  the  taxes  makes  the  act  no  less  confis- 
catory since  the  amount  of  taxes  to  be  raised  was  determined  largely 
by  State  authorities  who  were  empowered  to  fix  standards  through 
tiie  payment  of  State  aid.    Not  only  does  the  present  system  fail  to 
equalize  the  tax  burden  between  farmers  of  different  sections  of  the 
State,  but  it  also  fails  still  further  when  rural  and  urban  properties 
are  compared. 

While  the  lowest  average  o^net  income  cosumed  in^tax  for  the 
farms  of  any  county  was  11.9  per  cent  and  the  highest  was  infinity 
and  the  second  highest  2G8.0  per  cent,  the  lowest  per  cent  for  the 
urban  properties  in  any  county  Avas  12.7  per  cent  and  tlie  highest 
was  34.5  per  cent  and  the  second  highest  22.2  per  cent  so  that_while 
the  towns  own  for  all  pui-poses  of  income  from  one-eighths  to  one- 
third  of  the  urban  properties  the  township  authorities  own  from  one- 
eighths  to  the  entire  farm  property  and  in  addition  to  this  have 
exercised  the  right  in  some  counties  to  exact  in  taxes  a  portion  of 
the  pittance  which  the  owner  received  for  his  labor. 

No  doubt  the  incomes  on  these  farms  were  lower  during  the  last 
year  than  in  the  years  from  1915  to  1920,  and  absolutely  final  con- 
clusions should  not  be  drawn  from  one  year's  income.    They  were, 
however,  probably  not  any  loAver  in  most  cases  tlian  the  average  of 
•  the  last  five  years. 

One  of  the  outstanding  weaknesses  of  the  general  property  tax 
levied  on  the  basis  of  selling  value  is  here  brought  out  very  forcibly, 

iThe  income  was  minus  $33  before  taxes  were  paid. 
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especially  where  tliis  form  of  tax  is  the  sole  source  of  maintenance 
for  vital  government  functions  snch  as  the  schools  and  the  highways. 
In  times  of  depressions  when  values  decline,  the  need  for  taxes  com- 
pels an  ever  increasing  tax  rate  Avhich  still  fnrtlier  diminish  the  selling 
value  and  so  on  until  a  condition  is  reached  like  the  one  found  in 
some  of  the  rural  sections  of  the  counties  studied.  This  condition 
if  allowed  to  continue  for  any  great  length  of  time  is  sure  to  result 
in  the  decadence  of  all  social  life  in  those  communities  and  in  the 
ultimate  abandonment  of  the  sections.  Even  granting  that  some  of 
these  farms  are  too  poor  m  natural  resources  to  warrant  their  con- 
tinued use  for  farming  purposes,  the  economic  and  social  hardships 
incident  to  abandonment  by  this  process  are  a  matter  that  merits 
the  concern  and  wholehearted  interest  of  the  State  and  Federal 
Governments. 

To  pauperize  tlie  present  occupants  of  tliese  farms  for  the  purpose 
of  building  school  houses  and  roads  cannot  be  a  wise  pi-ocedure  un- 
less permanency  in  tlie  need  for  these  facilities  can  be  foreseen. 

The  last  five  years  have  been  very  difficult  years  for  the  farmer. 
Pi-obably  the  next  five  years  will  bring  sufficient  improvement  in  the 
farmer's  economic  status  to  partially  relieve  the  most  glaring  in- 
equalities between  the  farmer  and  the  town  property  owner  in  the 
present  system  of  tax  payment.  Tt  is  not  to  be  expected,  however, 
that  this  can  possibly  erase  these  inequalities  or  any  major  portion 
of  them. 

Even  if  it  could,  tliis  condition  ]-»oints  out  the  very  erroneous  char- 
acter of  a  tax  based  on  the  capital  value  of  property  rather  than  on  the 
income.  The  value  of  land  depends  onthe  expected  future  income  and 
while  the  income  at  present  is  very  low.  A  tax  based  on  capital 
not  simply  on  the  present  income.  Thus  the  value  may  be  quite  high 
value  may  therefore  easily  reach  heights  whicli  exceed  the  total  in- 
come in  periods  of  economic  readjustment  such  as  agriculture  is 
undergoing.  Since  a  tax  on  value  is  so  much  easier  to  administer 
than  one  based  on  income  it  is  not  likely  that  the  tax  on  real  estate 
can  soon  be  placed  on  an  income  basis.  The  facts  brought  out  by  this 
study  would  indicate  that  a  much  more  searching  study  along  this 
line  should  be  made  with  a  view  to  finding  some  basis  for  the  distri- 
bution of  State  aid  on  an  income  basis  so  that  glaring  inequalities 
between  incomes  and  taxes  might  be  corrected  from  year  ta  year  by 
this  process. 

If  the  future  good  of  the  State  is  served  by  the  continued  habita- 
tion of  vast  portions  of  the  present  farming  areas  of  the  State,  if  the 
cities  are  interested  in  the  continued  outpouring  of  farm  products  ' 
from  these  areas,  and  if  the  children  born  into  those  areas  are  to  be  ' 
educated  so  as  to  enable  them  to  become  most  useful  citizens  in  the 
future,  then  it  becomes  a  matter  of  intense  interest  to  State  author- 
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ities  and  to  urban  dwellers  that  some  measure  of  relief  be  accorded 
tlie  tax  burdened  citizens  of  those  areas.  In  working  out  an  ade- 
quate and  equitable  system  for  the  raising  and  distribution  of  rev- 
enue for  local  and  for  State  purposes  it  is  highly  important  that  a 
long  time  view  be  taken. 

Areas  that  appear  rather  too  poor  for  farming  purposes  today 
when  we  are  still  influenced  by  the  liigh  scale  of  agricultural  pro- 
duction to  which  the  country  was  brought  during  the  war  may  be 
needed  for  the  protection  of  food  and  raw  materials  for  clothing  in 
the  not  too  distant  future.  To  hinder  those  areas  in  their  recovers' 
from  the  agricultural  depression  by  forcing  upon  them  taxes  which 
are  confiscatory  must  be  unwise  in  the  extreme  and  may  lead  to  de- 
terioration and  abandonment  which  means  great  waste  too  the  State 
and  to  society  as  a  whole. 

Some  of  these  sections  could  not  be  made  prosperous  if  its  citizens 
were  relieved  of  all  taxes  and  State  or  Federal  aid  should  never  be 
extended  to  such  an  extent  as  to  constitute  a  subsidy  for  the  con- 
tinued occupancy  of  sections  that  are  economically  unprofitable  to 
use.  On  the  other  hand  the  citizens  of  these  poorer  areas  should  not 
be  penalized  to  the  extent  of  paying  a  larger  share  of  their  income 
in  taxes  for  the  support  of  education  and  highways  than  those  of 
other  sections  pay  for  these  purposes  since  these  institutions  are 
maintained  for  the  welfare  of  the  State,  the  Nation  and  our  civili- 
zation as  a  whole. 

Even  in  those  areas  which  the  onward  march  of  agriculture  and 
ti-ansportation  had  made  permanently  unsuited  for  farming  a  more 
humane  plan  than  the  one  that  is  now  in  operation  ought  to  be  pos- 
sible. -  - 

LEBANON  COUNTY 

Table  23.    Comparison  of  Incomes  and  Taxes  on  City  Real  Estate  and  on 
Farms  in  Lebanon  County,  Pennsylvania. 


Ratio  of  Taxes  to  Income 


Type  of 
Property 

Location 
of 

Pi-operty 

Num- 
ber of 
Sam- 
ples 

Aver- 
age 
Tax 
Paid 

Per 
Cent 

of 
Gross 
Income 

1 

Per 
Cent 
of  Net 
Income 

Rang-e  in  per 
cent  of  Net 
Income 

Per 
cent  of 
Farm 
and 
Labor 
Income 

Per 
cent  of 
Cur- 
rent 
Net 
Cash 
Income 

Business  and  Resi- 
dence   

All  Wards  in 
Lebanon  — 

37 

104 

14.2 

17. 5 

9.9  to  20.7 

C-) 

(-) 

Tenant  Operated 

15  Twps .  in 
the  County 

55 

187 

18.4 

24.6 

8.3  to  72.0 

(-) 

C-) 

Owner  Operated 
Farms   

15  Twps.  in 
the  County 

1C5 

154 

33.9 

10.1  to  (3) 
133.5 

14. G 

11.1 

iln  all  eases  of  net  income,  the  net  before  taxes  are  paid  is  used. 

=Term  does  not  applr  or  data  is  not  available.  j 
^Does  not  include  four  townships  wliere  the  net  income  on  14  out  o£  23  farms  studied  was 
minus  before  taxes  were  paid. 
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The  estimated  value  of  the  tenant  operated  farms  ranged  from 
,%000  to  $23,450  with  an  average  valne  of  $10,313.  The  highest 
rate  of  tax  in  proportion  to  income  Avas  on  a  |4,400  farm  and  the 
second  highest  on  the  |23,450  farm  both  in  North  Lebanon  Town- 
ship. The  lowest  rate  was  fonnd  on  a  |15,000  farm  in  North 
Cornwall  Township  and  the  second  lowest  on  a  $7,000  farm  in 
Bethel  Township.  The  average  of  all  the  tenant  operated  farms 
studied  was  141  per  cent  of  the  average  of  all  the  city  properties 
studied. 

The  owner  operated  farms  had  an  estimated  value  of  from  |2000 
to  130,000  and  averaged  $9,722.  The  average  rate  of  tax  collected 
on  these  farms  in  almost  twice  (194  per  cent)  that  on  the  city- 
properties  on  which  data  were  secured. 


LANCASTER  COUNTY 

Table  24.    Comparison  of  Incomes  and  Taxes  on  City  'Real  Estate  and  on 
Farms  in  Lancaster  County,  Pennsylvania 


Ratio  oj 

Taxes  to  Income 

Per 

X 

Per 

1 

Per 

Cent 

Per 

Range  in  per 

Cent  of 

cent  of 

Location 

Num- 

Aver- 

of 

Cent 

cent  of  Net 

Farm 

Cur- 

Type O'f 

of 

ber  of 

age 

Gross 

of  Net 

Income 

and 

rent 

Property 

Property 

Sam- 

Tax 

Income 

Income 

Labor 

Net 

ples 

Paid 

Income 

Cash 

Income 

Business   

Lancaster  1st. 

2nd.,  &  3rd 

Wards   

7 

984 

11  3 

14.6 

7.7  to  24.0 

(=) 

Lancaster  9 

Wards   

28 

10.0 

13.0 

1.9  to  33.8 

(^) 

(=) 

Tenant  Operated 

5    Twps .  in 

Farms   

the  County  _ 

7 

1S7 

8.7 

11.9 

6.4  to  50.9 

(-) 

Owner  Operated 

31  Twps.  in 

Farms   

the  County  _ 

68 

168 

C-) 

16.7 

5.6  to  147.8 

10.4 

9.7 

The  seven  tenant  operated  farms  had  an  estimated  average  value 
of  15,976.  The  highest  per  cent  of  net  income  taken  Avas  on  a 
f  14,8'60  farm  and  the  lowest  on  a  $25,800  farm  and  the  second 
lowest  on  a  $15,600  farm. 

From  the  data  in  table  24  one  Avould  ibe  led  to  infer  that,  while 
there  are  enormous  variations  in  the  per  cent  of  net  income  taken 
both  in  the  city  and  in  the  rural  sections,  the  farm  average  is  only 
slightly  higher  than  the  average  in  the  city.  It  must  be  remember- 
ed, however,  that  the  76  farms  used  are  above  the  average  of  all 
farms  in  the  county  while  the  city  properties  probably  represent 
a  fair  average  of  all  city  property. 

Tlie  69  farms  operated  by  the  owner  ranged  in  value  from  |5,00O 
to  .|31,600  and  averaged  $15,250.  Tliey  were  assessed  at  56.5  per 
cent  of  this  value. 

'Net  income   before  taxes  were  paid. 
^Term  does  not  apply  or  data  not  available. 
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WESTMORELAND  COUNTY 

Table  25.    Comparison  of  Incomes  and  Taxes  on  City  Real  Estate  and  on 
Farms  in  Westmoreland  County,  Pennsylvania. 


Type  of 
Property 


Large  Business 

Blocks   

Business   ^— 

Residence   .— 

Tenant  Ol>eratcd 
Farms   

•Oivn^r  0'pera:ted 
Farms   

Owner  Operated 
Farms   — 


Location 
of 

Property 


Greensburg  _ 

».Tew  Kensing- 
ton   

yew  Kensing- 
ton   

Hempfield 
Township  _ 

Hempfield 
Township  . 

Upper  Burrell 
Twp.   


Num- 
ber of 
Sam- 
ples 


Ratio  of  Taxes  to  Income 


Aver- 


Tax 
Paid 


Per 
Cent 

of 
Gross 
Income 


3,604 

1,291 
146 
303 

204 
94 


18.2 

15.3 
11.3 
18.8 

(^) 


Ptr 
Ctnt 
of  Net 
Income 


22.2 

19.0 
14.6 
76.1 
45.2 


(2)  I    288. 0 


cent  of  Net 
Income 


Per 
cent  of 
Farm 

and 
Labor 
Income 

Per 
cent  oi 
Cur- 
rent 
Net 
Cash 
Income 

(=) 

(=) 

(2) 

(=) 

(=) 

(=) 

33.9 

42.2 

m 

22, 3 

In  sampling  the  farms  in  Westmoreland  County  it  was  thoiiglit 
that  a  rather  full  sample  from  one  of  the  best  farming  townships 
and  an  equally  complete  sample  from  one  of  the  poorer  would  be 
more  valuable  than  the  same  sized  sample  selected  from  the  entire 
county. 

Hempfield  Township  Avas  selected  as  typical  of  the  better  farm- 
ing section  in  the  county  and  Upper  Burrell  to  represent  the 
portion  of  the  county  least  adapted  to  farming.  He.mpfield  Town- 
ship surrounds  Greensburg,  the  land  is  high  in  fertility,  good 
markets  are  close  at  hand,  hard  surfaced  roads  traverse  the  town- 
ship in  all  directions  and  farm  values  are  very  high.  The  average 
estimated  value  of  all  farms  studied  Avas  |10;850.  Upper  Burrell 
Township,  located  in  the  northwestern  part  of  the  county  has  much 
land  that  was  formerly  farmed  now  growning  up  in  brush.  Very 
few  people  are  trying  to  make  a  living  from  the  farm  exclusively. 
Most  of  the  farms  have  some  income  from  gas  wells  or  leases.  This 
income  was  included  in  the  income  from  the  farm.  The  average 
estimated  value  of  the  farm  was  $6000. 

Due  partly  to  the  scarcity  of  rented  residences  ia  Greensburg 
it  was  impossible  to  secure  a  sample  of  this  kind  of  property 
sufficiently  large  to  be  typical  of  the  town.  The  gross  income  on 
the  nine  large  business  buildings  is  |177,810.  According  to  data 
secured  from  the  owners  tlie  net  income  is  $146,200.  This  amounts 
to  64  per  cent  of  the  gross  income  and  checks  quite  closely  the 
"two-thirds  estimate  used  in  some  other  counties.  Similar  data  on 
the  properties  in  New  Kensington  showed  that  65.2  per  cent  of  the 
gross  income  from  the  properties  studied  there  was  net. 


^Net  income  before  taxes  were  paid. 
^Term  does  not  apply  or  data  not  available. 

^TUe  average  farm  and  labor  income  was  minus  $86  before  taxes  were  paid. 
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CRAWFORD  COUNTY 

Table  26.    Comparison  of  Incomes  and  Taxes  on  City  Real  Estate  and  on 
Farms  in  Crawford  Coimty,  Pennsylvania. 


Ratio  of  Taxes  to  Income 


Type  of 
Property 

Location 
of 

Pi'operty 

Num- 
ber ol 
Sam- 
ples 

Aver- 
age 
Tax 
Paid 

Per 
Cent 
of 
Gross 
Income 

1 

Per 
Cent 
of  Net 
Income 

Range  in  per 
cent  of  Net 
Income 

Per 
cent  of 
Farm 
and 
Labor 
Income 

1 

Per 
cent  of 
Cur- 
rent 
Net 
Gash 
Income 

Business  and  Resi- 

dence   -  -  - 

■Meadville  

8 

$130 

11.2 

14.2 

C-) 

(2) 

Owner  Operated 

Farms  

8    Twps.  in 

40 

117 

(^) 

(^) 

13.8  to  (■') 

45.7 

39.5 

County 

The  farms  on  which  records  were  taken  had  an  average  value  of 
17,620  and  wei-e  assessed  for  an  average  of  |2,710  or  35.6  per  cent 
of  the  owner^s  estimated  valne.  These  farms  Avere  selected  to  be  a 
fair  sample  of  the  agriculture  of  the  county  outside  of  the  oil  area 
around  Titusville. 

The  most  outstanding  discrepancy  between  the  ])roportion  of 
income  taken  for  taxes  on  farms  and  in  the  toAvn  fouud  anywhere 
in  the  six  counties  studied  was  found  in  Crawford  County.  While 
the  real  estate  in  the  City  of  Meadville  pays  14.3  per  cent  of  the 
net  income,  before  taxes  are  paid,  in  taxes  the  average  of  all  forms 
studied  lacked  $33  of  paying  all  operating  expenses  other  than 
taxes  and  the  average  tax  paid  on  these  farms  was  $117.  The 
owners  of  these  farms,  therefore,  paid  a  penalty  of  |150,.  on  an 
average,  for  the  privilege  of  OAvning  a  farm  that  gave  them  employ- 
ment at  an  annual  nominal  wage  of  .f7U  out  of  which  he  paid  a 
nominal  sum  of  |175  to  the  farm  for  house  rent  and  the  products 
which  he  and  his  family  consumed  and  received  no  interest  on  the 
investment  in  the  farm  and  equipment. 

WARREN  COUNTY 
Table  27.    Comparison  of  Income  and  Taxes  on  City  Real  Estate  and  on 
Farms  inWarren  County,  Pennsylvania. 


Ratio  of  Taxes  to  Income 


Per 

1 

Per 

1 

Per 

Location 

Num- 

Cent 

Per 

Range  in  per 

Cent  of 

cent  of 

Type  of 

Aver- 

of 

Oent 

cent  of  Net 

Farm 

Cur- 

Property 

of 

ber  of 

age 

Gross 

of  Net 

Income 

and 

rent 

Property 

Sam- 

Tax 

Income 

Income 

Labor 

Net 

ples 

Paid 

Income 

Cash 

Income 

Business   

Warren  Boro. 

13 

$1,339 

31.0 

34.5 

19.1  to  C7.4 

n 

(-) 

Tenant  Operated 

4   Twps.  in 

Farms   

the  County 

5 

113 

33.6 

72.9 

15.5  to  (5) 

(-) 

(=)  " 

Oivner  Operated 

13  Twps.  in 

Farms  

the  County 

4S 

92 

(-) 

102.2 

6.8  to  (=) 

26. 8 

16.3 

'Net  income   before   taxes  were  paid. 
^Term  not  applicable  or  data  not  available. 

^The  average  net  income  on  the  farms  was  minus  $33  before  taxes  were  paid, 
■•The  largest  minus  net  Income  was  $2004  and  the  tax  on  this  farm  $116, 
"Percentage  is  inflnity  on  farms  with  a  minus  net  income. 
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The  43  owner  operated  farms  had  an  average  estimated  value  of 
13,900.  They  ranged  in  value  from  v$l,150  to  $14,000.  The  average 
assessment  was  |1,760  or  45  per  cent  of  the  owner's  estimate  of 
the  actual  value. 

One  farmer  with  his  farm  and  family  earned  |5,695  and  paid 
P70  taxes  on  the  farm  property.  Another  farm,  farmer  and  family 
had  combined  earnings  of  minus  $1,460  and  paid  |105  in  taxes. 
These  extremes  wei'e  not  closely  approached  by  any  other  farms 
and  are,  therefore,  less  significant  than  the  averages.  While  the 
taxes  in  the  City  of  Warren  are  very  high,  the  farmers  pay  almost 
three  times  as  large  a  portion  of  the  income  earned  by  their 
property  for  taxes  as  do  the  city  property  owners.  Furthermore, 
a  comparison  of  these  figures  with  those  for  Lebanon  and  Lancaster 
Counties  furnishes  considerable  food  for  thought  to  those  who  are . 
interested  in  working  out  an  equitable  system  for  the  distribution 
of  State  aid  for  the  public  school  system  and  for  highways.* 

WYOMING  COUNTY 

Table  28.    Comparison  of  incomes  and  Taxes  on  City  Real  Estate  and  on 
Farms  in  Wyoming  Coimty,  Pennsylvania. 


Type  oi 
Property 


Business   

Business  and  Besi- 

.  dence   

Residence   

Owner  Operated 
Farms   


Ratio 

of  Taxes  to  Income 

Per 

1 

Per 

1  Per 

Oent 

Per 

Range  in  per 

cent  of 

cent  Of 

Location 

Num- 

Aver- 

of 

Oent 

cent  of  Net 

Farm 

Cur- 

of 

ber  of 

age 

Gross 

of  Net 

Income 

and 

rent 

Pi'operty 

Sam- 

Tax 

Income 

Income 

Labor 

Net 

ples 

Paid 

Income 

Clash 

Income 

Tunkliannock 

2 

$79 

19.4 

22.5 

15.3  to  24.8 

Tunkhannock 

8 

ISi 

13.5 

16.8 

11.8  to  2T.2 

C-) 

(-) 

Tunkhannock 

20 

68 

IS. 5 

19.8 

14.9'to  26.1 

(^) 

(^) 

i   Twps.  in 

12.1 

11.3 

the  County^ 

27 

152 

(^) 

24.0 

The  average  per  cent  of  net  income  from  all  the  borough  real 
estate  studied  that  was  required  to  pay  the  taxes  was  18.6  as  com- 
pared with  24.0  for  all  farms  studied. 

The  farms  ranged  in  value  from  |2,200  to  |15,000  and  averaged 
|5,700  according  to  the  estimate  of  the  owners.  They  were  as- 
sessed for  $2,010  or  35  per  cent  of  the  estimated  value. 

The  thirty  borough  properties  had  a  combined  value  of  $147,162 
and  were  assessed  for  $54,450  or  37  per  cent  of  the  estimated  value. 
In  spite  of  a  slightly  lower  rate  of  assessment  in  the  townships, 
about  one-third  larger  portion  of  the  net  income  from  farm  real 
estate  is  required  to  pay  taxes  than  from  town  real  estate. 


*ln  this  comparisoa  attention  should  again  be  called  to  the  fact  that  the  Lancaster  County 
farms  studied  are  above  the  average  of  those  in  the  county   but  not  enough  to  account  for 
this  enormous  discrepancy  in  the  percentage  of  mcome  taken  tor  taxes. 
'Net  income  before  taxes  were  paid. 

2Term  not  applicable  or  data  not  available.  ^    ^.    ^  j  +      f^^„,  rp,„ii,v,aTin(w>k 

sBleven  from  Clinton,  one  from  Lemon,  five  from  Washington,  and  ten  from  TunkhannocK. 
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Relative  Share  of  the  Total  Tax  Burden  in  Pennsylvania 
Carried  by  Agriculture 

Accordiug  to  figures  published  by  the  National  Industrial  Con- 
ference Board^  for  the  year  1924  the  total  income  in  Pennsylvania 
to  all  its  citizens  was  |5,928,360,000  while  taxes  paid  by  the  citizens 
of  this  state  were  as  foUoAvs :  Federal  pi3,214,000,  State,  |42,454,500, 
and  Local  |252;824,000. 

According  to  these  figures  there  was  paid  in  federal  taxes  5.28 
percent  of  the  total  income  and  4.98  percent  for  state  and  local 
purposes  or  a  total  of  10.26  percent  of  all  the  income  for  all  direct 
taxes. 

Agriculture  pays  practically  none  of  the  federal  or  stateg  taxes 
except  automobile  licenses  and  gasoline  tax  but  pays  so  large  a 
sliare  of  the  local  taxes  that  its  burden  for  all  direct  public  re- 
venues is  relatively  much  heavier  when  compared  witli  the  income 
in  agriculture  than  is  the  burden  on  the  citizens  of  the  state  as  a 
whole.  .  - 

The  total  net  income  to  agriculture  for  the  year  1925  before  taxes 
were  paid  was  about  .$56,000,0003  and  the  total  taxes  paid  on  farm 
property  was  $21,489,600.^  The  taxes  are  therefore  :J8.37  percent 
of  the  total  earnings  from  farm  property.  This  figure  is  not  to  be 
compared  with  the  10.26  percent  of  all  income  in  Pennsylvania  paid 
for  taxes  since  the  total  income  of  almost  6  billions  of  dollars  in- 
cludes personal  as  well  as  property  incomes  while  in  calculating  the 
net  income  from  farm  property  the  farmer  is  allowed  the  prevailing 
wage  for  farm  hired  man  in  the  community  for  his  labor  on  the 
farm.  If  we  add  the  personal  earnings  of  the  farmer  to  the  net 
income  from  farm  property  and  deduct  the  interest  paid  on  mor-t- 
gage  debt  on  farms  in  the  state,  there  was  required  of  the  total  in- 
co^ie  of  the  farmer  for  his  time  and  from  his  investment  in  the  farm 
business  11.6  percent  to  pay  the  taxes  levied  on  farm  property  in 
1925. 

Comparing  this  with  the  10.26  percent  for  all  people  in  the  state 
it  is  evident  that  the  farmers  in  spite  of  the  fact  that  they  pay 
relatively  an  almost  negiligible  share  of  the  state  and  federal  taxes, 
pay  on  an  average  a  slightly  larger  share  of  their  income  in  direct 
taxes  than  the  average  for  the  whole  state,  farmers  included.  Not 
only  do  they  pay  a  larger  percentage  of  the  total  income  in  taxes 
but  they  pay  it  out  of  a  percapita  income  that  is  roughly  only 

^Cost  of  Government  in  the  United  States,   pages   60  and  61. 
the  county  '^^^^'^'^  "state  tax"  of  4  mills  is  not  a  state  tax  any;  longer  but  goes  entirely  to 

^See  page  54. 

■•The  total  figure  for  taxes  paid  on  farm  property  was  derived  by  totaling  all  the  assess- 
ments on  farm  property  for  each  political  division  in  the  state,  and  multiplying  each  of  these 
by  the  nuUages  for  all  taxes  which  applied  in  that  political  dlJvisioa  and  then  totaling  these 
results  for  the  entire  state.  ~,  b 
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about  one  half  that  of  the  state  average.  From  the  stand  point  of 
ability  to  pay  these  low  percapita  incomes  should  be  taxed  at  a 
lower  rate  than  incomes  that  are  larger  percapita. 

Table  29.      Comparison  of  Taxes  Paid  by  Agriculture  and  Mining  with  all 
Property  Taxes  Paid  in  Each  County.   


Adams   

Allegheny   

Arm  strong'   

Beaver   

Bedford   

Berks   

Blair   

Bradford   

Bucks   

Butler  — ^  

Cambria   

Cameron  

Carbon   

Centre   

Chester   

Clarion   

Clearfield   

Clinton   

Columbia^  

Crawford   

Cumberland  

Dauphin   

Delaware  

Elk  

Erie   

Payette   

Forest   

Fl-anklin   

Pulton   

Greene   

Huntingdon   

Indiana   

Jefl'erson   

Juniata   

Lackawanna   

Lancaster   

Lawrence  — — 

Lebanon   

Lehigh   

Luzerne   

Lycoming   

McKean   

Mercer   

Mifflin   

Monroe   

Montgomery  

Montour   

Northampton  __- 
Northumberland 

Perry   

Philadelphia   

Pike   

Potter   

Schuylkill   

Snyder   

Somerset   

Sullivan   

Susquehanna  .- 

Tioga   

Union   

Venango   

Warren   

"Washington  — 

Wayne  

Westmoreland  _ 

Wyoming   

York   

Pennsylvania 


Per  Cent  of 
total  taxes 

paid  by 
agi-iculture 


Per  Cent  of 
total  school 
taxes  paid  by 
agriculture 


47.8 
0.9 
21.5 
8.5 
49.9 
13.5 
8.9 
51.5 
33.7 
28.0 
8.1 
7.8 
5.2 
32.2 
31.8 
45.1 
8.5 
17.0 
17.9 
37.7 
28.7 
7.0 
5.3 
6.2 
17.7 
8.9 
15.3 
39.4 
66.9 
21.3 
26.6 
15.3 
18.7 
58.9 
0.7 
30.8 
12.2 
16.1 
7.8 

I.  6 
14.2 
11.6 
16.3 
23.1 
18.9 
16.6 
35.7 

9.0 
6.2 
45.7 
0.5 
9.7 
19.3 
4.3 
51.9 
22.0 
43.4 
40.5 
50.3 
43.0 
10.0 
19.0 
12. T 
45.3 

II.  4 
45.2 
25.5 

7.1 


Per  Cent  of 
total  county 
taxes  paid  by 
agriculture 


48.6 

I.  4 
20.7 

6.7 
48.0 
11.4 
9.1 
43.5 
32.9 
28.1 
8.4 
6.9 
4.9 
34.4 
33.5 
45.1 
8.2 
15.6 
15.2 
37.9 
37.1 
6.6 
5.5 
6.4 
19.1 
9.0 
15.8 
39.8 
67.3 
20.5 
25.0 
14.5 
19.9 
62.1 
0.8 
27.7 
12.6 
15.0 
8.0 
1.5 
14.8 

II.  6 
14.0 
23.0 
20.0 
17.8 
33.9 

8.6 
5.7 
45.0 
0.8 
9.7 
18.3 
3.2 
54.2 
20.6 
46.1 
38.6 
49.0 
41.8 
8.7 
17.8 

m.5 

42.9 
■  11.1 
45.  @ 
24.8 
7.1 


Per  Cent  of 
total  taxes 

paid  by 
coal  lauds 
and  mining 
property 


47.4 

I.  4 

23.7 
11.7 
48.1 
10.5 
7.9 
57.9 
31.5 
23.8 
8.2 
8.2 
5.1 
38.1 
30.1 
44.8 
9.6 
19.1 
16.4 
38.2 
32.8 
8.3 
4.9 
7.'! 
17.3 
8.5 
13.7 
36.1 
65.0 
21.6 
28.0 
16.6 
18.9 
56.3 
0.8 
22.6 

II.  1 
14.1 

6.2 
1.4 
12.5 
10.8 
19.9 
25.9 
16.6 
9.9 
40.1 
8.5 
8.8 
46.3 


7.9 
19.3 

4.3 
49.5 
22.0 
42.0 
■  43.6 
49.8 
47.7 

9.1 
18.5 
14.4 
43.7 
11.8 
39.1 
25.2 

9.5 


10.52 
.4 
4.7 

"~T 
.02 
.1 
1.1 

14.9 
.4 
23.8 


3.4 
7.1 
.6 

28.5 


1.1 


2.5 


51.9 


56.0 
4.1 

18.1 
4.6 


12.7 


.81 


3G.1 


.18 
.6 


37.8 


48.0 


19.4 
1.5 
3.0 
1.8 


36.9 
.8 

20.9 


Per  Cent 
county  tax 

is  of  all 
taxes  levied 


7.0 


33.2 
18.2 
19.6 
24.3 
24.0 
20.7 

24.3 
34.3 

23.0 

33.8 

17.2 

23.8 

19.5 

20.5 

18.4 

34.7 
.  26.9 

21.2 

18.0 

25.7 

21.8 

19.1 

26.7 

X9.1 

22.9 

22.5 

31.9 

18.1 

25.7 

25.5 

Z7.0 

17.3 

22.1 

25,7 

14^7 

14.0 

21.3 

14.4 

13.8 

211.3  . 

24.8 
31.5 
28.9 
20.7 
a.. 8 
18.8 
19.9 
24-3 
16.0 
26.8 
4.4 
17.6 
3^.3 
25.1 
22.0 
21.0 
26.2 
23.1 
29.2 
19.3 
24.8 
27.9 
25.6 
25.4 
19.3 
26.4 
28.1 
16.5 
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Table  30.    Relation  of  Farm  Taxes  to  Agricultural '  Production  and  to  Cajital 
Invested  in  Agriculture  by  Counties. 


Adanis   

ADegheny   

Armstrong-   

BeavtT   

Bedford   

Berks   

Blair   

Bradford   

Bucks   

Butler   

Cambria   

Cameron  

Carbon   

Centre  -— ,  

Chester   

Clarion   

Clearfield   

Clinton   

Columbia   

Crawford   

Cumberland 

Dauphin   

Delaware   

Elk  

Erie   

•  Fayette   

Forest   

Franklin   

F-ulton   

Greene   

Huntingdon   

Indiana   

Jeft'erson   

Juniata   

Lackawanna 

Lancaster   

Lawrence   

Lebanon   

Lehigh   

Luzemc   

Lycoming   

'iMcKean   -  

Mercer   

Mifflin   

Monroe   

Montgomery  

Montour   

Northampton  __- 
Northumberland 

Perry   

Philadelphia   

Pike  

Potter   

.Vhuylkill   

Snyder   

Somerset  

Sullivan   

Susquehanna  _._ 

Tioga   

Union   

Venango   

Warren   

Washington   

Wayne   

Westmoreland  ._. 

Wyoming   

York   

Pennsylvania   


Gross  Value 
of  All  Farm 
Pl-oducts 


6,584,^9 
6,099,693 
3,&79,422 
3,110,904 
4,407,321 
12,362,226 
3,095,762 
9,468,253 
9,528, 5'24 
5,257,077 
3,039,124 
198,738 
1,315,701 
4,150,850 
'  11,669,224 
2,992,419 
3,315,5® 
1,692,599 
4,161,989 
■  7,840,290 
6,574,841 
5,136,540 
2,146,288 
839,098 
8,523,891 
3,692,974 
370,574 
8,583,434 
1,749,358 
3,808,108 
3,263,484 
4,610,030 
2,584,743 
2,592,836 
2,852,273 
24,997,8.;:9 
3,373,862 
5,270,298 
5,977,801 
4,557,180 
5,111,580 
1,488,609 
6,170,373 
2,444,197 
2,005,515 
8,018,571 
1,311,326 
5,558,532 
4,127,596 
3,435,076 
806,793 
609,447 
_2, 885, 606 
5,120,943 
3,509,981 
4,032,154 
1,061,438 
6,165,268 
6,755,133 
2,566,804 
2,096,381 
2,748,921 
6,323,802 
4,245,408 
7,200,948 
2,268,738 
14,890,238 
318,706,037 


Taxes  Paid 
on  Farm 
Pi-operty 


284,193 
645,115 
353,741 
318,285 
263,679 
659,787 
201,886 
613,600 
667,932 
594,174 
466,297 
10,048 
75,505 
234,746 
890,673 
282,328 
154,136 
99,688 
221,487 
603,845 
310,922 
282,863 
398,131* 
45,435 
687,018 
482,839 
19,169 
415,698 
71,410 
292, 8;8 
109,422 
237,521 
179,761 
104,448 
74,404 
983,428 
281,508 
263,299 
329,964 
234,940 
211,963 
158,777 
414,839 
135,109 
125,668 
1,229,883*' 
64,011 
349,753 
208,235 
137,990 
.  416,540* 
16,870 
65,220 
269,583 
117,510 
367,115 
63,554 
302,538 
301,129 
119,581 
163,2'47 
209,503 
598,321 
245,846 
868,120, 
107,655 
654,884 
21,489,623 


Value  of 
Farm  Land 
and  Buildings 


17,740 
47,808 
16,270 
14,348 
13,647 
33,343 
10,397 
■  21,307 
39,666 
21,511 
11,713 
860 
5,167 
13,855. 
53,123, 
13,817, 
11,591, 
5,644, 
10,113, 
28,286, 
21,856, 
15,172, 
15,266, 
4,292, 
42,312, 
19,918, 
1,088, 
28,765, 
4,160 
23,892 
8,985 
18,134 
10,996, 
6,670, 
11,056, 
91,118, 
I(,817, 
13,415, 
19,311, 
15,221, 
16,S33S 
6,747, 

22,257, 
7,564, 
6,990, 

40,409 
3,670 

15,311 

13,523 
7,100 

16,279 
4,356, 
6,975, 

13,713, 
6,905, 

23,259, 
2,611, 

14,290, 

14,843', 
7,021, 
7,829, 
9,224, 

35,908 

13,182, 

32,186, 
8,032, 

41,255, 
1,176,657, 


,740 
,735 
,561 

,498 
,671 
,217 
,692 


,865 
,882 
,400 
,350 
,126 
,138 
,765 
,591 
,420 
987 
,287 
730 
264 
446 
110 

m 
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,358 
,712 
,482' 
,787 
,690 
,310 
,619 
,245 
,903 
,789 
,948 
628 
,467 
858 
348 
,868 
,625 
,205 
,885 
,260 
,576 
,892 
,200 
,250 
,510 
,287 
,521 
880 
,285 
,949 
,022 
,145 
,706 
,351 
,403 
,439 
,469 
,850 
,798 
548 


Total  Capital 
Invested  in 
Farming 


23,709,813 
53,479,696 
20,748,835 
17, 488, 857 
18,811,632 
44,766,614 
13,185,617 
30,561,958 
50,585,921 
27,399,267 
14,813,332 
1,141,844 
6,395,654' 
18,269,899 
66,186,635 
17,704,081 
14,502,085 
7,070,315 
14,057,439 
36,707,220 
27,306,695 
19,928,819 
17,529,188 
5,122,987 
49,828,712 
23,825,997 
1,447,935 
■36,466,2311 
5,841,665 
28,309,167 
12,137,908 
22,874,265 
14,069,105 
9,213,487 
13,477,607 
111,433,082 
21,6'25,2a6 
17,640,064 
24,729,86^ 
19,115,651 
22,054,089 
8,312,230 
28,292,595 
9,810,471 
7,911,261 
49,304,985 
5,051,517 
20,778,080 
17,330,771 
9,aJ5,S90 
17,040,879 
4,990,305 
9,248,237 
17,947,376 
9,750,914 
29,569,490 
3,651,123 
20,548,922 
20,649,228 
9,302,941 
10,763,394 
12,048,052 
43,646,825 
17,722,662 
89,639,523 
10,181,570 
54,522,204 
,488,637,664 


Ratio  of 
Taxes  to 
Gross  Value 
of  Farm 
Products 


4.3 
10.5 
8.9 
10.3 
6.0 
5.4 
6.5 
6.5 
7.0 
11.3 
15.2 
5.0 
6.2 
5.6 
7.6 
9.4 
4.8 
b.9 
5.3 
7.7 
4.7 
5.5 
18. 5» 
6.4 
8.0 
13.1 
5.2 
4.8 
4.1 
7.7 
5.2 
5.2 
7.0 
4.0 
2.6 
3.9 
8.3 
5.0 
5.5 
5.2 
4.1 
10.7 
6.7 
5.5 
6.3 
15. 3» 
4.9 
6.3 
5.0 
4.0 
51.6* 
2.8 
2.3 
5.3 
3.3 
9.1 
6.0 
4.9 
5.3 
4.6 
7.8 
7.6 
9.5 
5.8 
12.0 
4.7 
4.4 
6.7 
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The  comparison  already  made  shows  how  the  farmer  fares  in 
relation  to  the  state  average.  This  however  is  far  from  telling  the 
real  story  of  nneqnal  tax  burden  as  it  exists  in  the  state  today. 
According  to  the  figures  compiled  by  Dr.  King^  the  burden  on  the 
lion  farmers  is  far  from  being  equally  distributed.  Such  groups  as 
manufacturing,  construction  and  general  service  bear  a  much 
smaller  share  of  state  taxes  than  the  average,  and  agriculture  when 
compared  with  these  is  probably  taxed  fully  two  or  three  times  as 
heavy  while  the  most  heavily  taxed  non — farm  groups  may  approach 
quit%  closely  the  burden  cari'ied  by  agriculture. 


2  See  Part  II. 


PART  2 

Wealth,  Income  and  State  Taxes  Paid 
By  Various  Groups  of  Businesses 
in  the  State 

By  CLYDE  L.  KING 

University  of  Pennsylvania. 
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WEALTH,  INCOME  AND  STATE  TAXES  PAID  BY  VARIOUS 
GROUPS  OF  ENTERPRISES  IN  THE  STATE^ 

The  wealth  and  income  of  the  largest  industrial  group  in  Penn- 
sylvania (the  manufacturing  gTOup)  is  practically  exempt  from  pay- 
ing any  share  of  the  State  taxes. 

The  aim  of  this  study  is  to  ascertain  the  share  of  the  taxes  paid 
into  the  State  Treasury  of  Pennsylvania  by  each  of  the  main  indus- 
trial groups. 

The  basis  for  the  classification  of  the  industrial  groups  is  the  same 
as  that  given  in  the  Annual  Statistics  of  Income  published  by  the 
Federal  Bureau  of  Internal  Kevenue.- 

Table  31  presents  a  picture  of  the  total  wealth,  total  income  and 
total  State  taxes  paid  by  each  of  these  main  industrial  groups.  The 
figures  are  for  1923  except  where  figures  for  1923  were  not  avail- 
able and  in  that  case  the  best  available  figures  for  1922  were  used. 
The  estimate  of  agricultural  wealth  and  income  is  for  1925,  as  that 
year  was  more  nearly  normal.  The  outstanding  fact  is  that  the 
industrial  group  of  greatest  wealth  in  the  State  is  practically 
exempt  from  supporting  the  State  government.  In  expenditures  by 
the  State  this  industrial  group  profits  most  because  of  the  large 

INDUSTRIAL  GEOUPS 

Agriculture  :  ...  • 

Farming  '  . 

Related  Industries 
Mining  and  Quarrying  :  "    .  .  . 

Coal  " 

Metal  mining  •  • 

Oil  and  Gas  • 

Quarrying 

All  other  mining  and  quarrying. 
Manufacturing  :  ' 
Food  products 

Textile  products  ...  ' 

•      Leather  products  .  ~  ■ 

Rubber  products  '  ,  . 

Lumber  and  wood  products  ■        .  • 

Paper,  pulp,  and  products 
Printing  and  pitblishing 
Chemicals  and  allied  substances 


'In  1923  the  Pennsylvania  State  Tax  Commission  asked  tlie  Secretary  of  the  Commonwealth 
to  make  a  study  as  to  who  paid  the  taxes  in  Pennsylvania.  A  progress  report  was  made  to 
the  Commission,  but  the  report  has  not  been  completed  until  this  time. 

-Industrial  groups  given  herewith  are  those  adopted  by  the  Industrial  Revenue  Bureau. 
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Stone,  clay,  and  glass 
Metal  and  metal  products 
All  other  manufacturing 
Construction  : 

Transportation  and  other  public  utilities  : 
Steam  railroads' 
Electric  railroads 

All  other  railroads*  and  other  combinations 

Water  transportation 

Local  transportation,  cartage  and  storage 

Electric  light  and  power  companies 

Gas  companies 

Telephone,  telegraph  and  radio  companies 
Water  works 
Storage  companies 
All  other  public  utilities 
Public  Service    (-Called  General  Service  in  this  Report) 
Domestic  Service — hotels,  etc. 
Amusements — theaters,  etc. 
I   Business  service 

Educational — colleges,  museums,  etc. 
Curative — hospitals,  asylums,  etc. 
Legal — lawyers,  patent  attorneys,  etc. 
Engineering,  architects,  civil,  etc. 
All  other  service. 
■  Finance,  banking,  insurance,  etc. 
National  banks 
State  banks 
Private  banks 

Trust  companies  or  trust  and  savings  banks 

Stocks  and  bonds,  loan,  realty  holding,  etc. 

Insurance  companies 

All  other  finance  not  included  above. 
Combination,  predominant  industry  not  ascertainable 
Concerns  in  liquidation 
Inactive  concerns 

Exempt  corporations  other  than  insurance  companies. 
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Table  31.    Wealth,  Income  and  State  Taxes  by  Major  Industrial 
Groups  in  Pennsylvania,  1922-1923 


Industrial  Groups 


Agriculture*   

Mining  &  Quarrying  — 

Manufacturing!   

Construction^   

Transportation  &  Pub- 
lie  Utilities^  -   

Trade=   

General  Service^   

Finance-   

MisceUaneous^   

Additional  Taxes  on 
Business  Paid  Through 
•Mig.  Corps. 3   


Wealth 


$1,500,000,000 
1,500,000,000 
6,700.000,000 
125,000,000 

3,02-5,000,000 
1,835,000,000 
1,085,000,000 
2,030,000,000 


Income 

State 
Taxes 

Ratio  In- 
come to 
Wealth 

Ratio  State 
Taxes  to 
Wealth 

Ratio 
Taxes  to 
Income 

§56,000,000 
89,000,000 

526,000,000 
22,000,000 

Negligible'' 
$5,268,358 
2,866, 36i 
90,000 

3.73 
5.93 
7.78 
17.50 

Negli 
.35 
.04 
.07 

gible 

5.9 
.55 

217,000,000 
185,000,000 
110,000,000 
2i4, 000,000 

15a93,4S5 
6,612,476 
409,173 
9,701,911 
1,079,950 

1,232,790 

7.17 
9.84 
10.10 
10.59 

.48 
.35 
.04 
.47 

7.01 
3.. 56 
.37 
3.97 

11922. 

3Tlils'i«  the  amount  of  capital  stock  tax  paid  by  manufacturing  corporations  on  the  stock 
of  non-manufacutring  businesses.     It  is  not  a  tKS.  on  manufacturing. 
4-1  Q9g 

5A<n-icultnre  pars  practicaUy  none  of  the  federal  or  state  taxes  except  automobile  licenses 
and  lasoline  tai  but  pars  so  large  a  share  of  the  local  taxes  that  its  burden  for  aU  direct 
public  rerenne  is  relatiTelv  much  heavier  when  compared  -with  the  income  m  argiculture  than 
is  the  burden  on  the  citizens  of  the  state  as  a  whole. 

appropriations  to  hospitals,  to  schools,  to  welfare  institutions,  to 
education,  to  the  protection  of  person  and  property.  While  receiv- 
ing in  full  the  benefits  of  taxes  paid  by  others  it  pays  practically 
none  of  those  taxes. 

The  estimate  of  the  wealth  invested  in  manufacturing  in  Penn- 
sylvania and  the  estimate  of  the  income  is  conservative.  The 
share  of  state  taxes  borne  by  the  wealthiest  industry  in  the  State 
is  therefore  even  less  than  that  reflected  by  these  figures.  The  taxes 
not  paid  by  the  self-exemption  of  the  manufacturing  industry  must 
be  borne  by  other  industries. 

The  most  commonly  accepted  measures  of  ability  to  pay  are 
wealth  and  income.  Accordingly  table  Xo.  31  given  above  shows 
the  relation  of  state  taxes  to  both  wealth  and  income.  The  figures 
for  net  income  are  before  the  payment  of  any  taxes. 

The  ratio  of  income  to  wealth  varies  from  3.73%  in  agriculture 
to  17.5%  for  construction.  The  more  usual  return  seems  to  range 
from  8%  to  10%  as  shown  for  manufacturing,  trade,  public  service 
and  finance. 

The  year  1922  was  particularly  bad  for  mining  but  that  year  was 
a  very  good  one  for  construction.  The  figures  for  any  one  year  will 
not  reflect  exactly  the  state  of  affairs  in  that  industry  for  a  period 
of  years  but  the  figures  are  sufficiently  close  to  actualities  to  serve 
as  a  basis  for  deciding  in  general  what  industrial  groups  pay  the 
taxes  into  the  State  Treasurv  of  Pennsylvania. 
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The  industrial  groups  of  the  State  that  are  particularly  called  on 
to  make  up  the  deficit  in  State  income  due  to  exemption  of  the  manu- 
facturing group  are  especially:  transportation  and  public  utilities; 
mining;  the  financial  business  and  trade. 

Consideration  must  be  given  to  the  fact  that  the  real  estate  owned 
by  the  railroads  and  public  utilities  are  exempt  from  local  taxes. 
This  gives  justification  for  a  higher  state  tax  on  such  businesses.  But 
it  does  not  justify  calling  on  these  businesses  to  pay  thirteen  times 
the  taxes  another  industrial  group  of  greater  wealth  pays  in  pro- 
portion to  income. 

The  proportion  of  state  taxes  paid  by  the  mining  and  quarrying 
industry  is  large  chiefly  because  of  the  tax  on  anthracite  coal.  One 
justification  for  this  special  tax  is  the  monopolistic  character  of  the 
business.  But  whatever  may  be  said  for  that  tax  nothing  can  be 
said  for  taxing  the  mining  business  ten  times  as  heavily  as  the 
manufacturing  business  in  proportion  to  income. 

Much  can  be  said  for  the  retail  and  Avholesale  mercantile  license 
taxes  because  they  are  in  lieu  of  local  assessments  on  the  value  of 
sxxch  goods.  But  that  is  no  reason  Avhy  another  and  greater  section 
of  the  state's  earning  power  should  be  given  the  special  privilege 
of  tax  exemption. 

One  other  outstanding  fact  brought  out  by  these  studies  is  the 
lighter  tax.  burden  on  urban  earning  power  than  on  agricultural 
earning  power.  The  property  of  the  farmer  is  as  evident  as  land 
and  buildings  and  livestock.  Urban  earning  power  is  to  a  consider- 
able extent  in  the  skill  of  physicians,  the  learning  of  lawyers,  the  art 
of  advertisers,  none  of  which  find  expression  in  physical  wealth  that 
is  so  obvious  and  inescapable  as  the  wealth  of  the  farmer.  Mr. 
Weaver's  studies  show  that  not  even  the  physical  properties  of  other 
industries  are  taxed  equitably  with  agriculture.  The  growing  in- 
tangible wealth  and  earning  power  of  the  state  is  escaping  its  fair 
share  of  tlie  tax  burden  Avhich  must,  therefore,  fall  all  the  more  heav- 
ily on  farmers  in  the  county  and  home  owners  in  the  city. 

One  industrial  group  we  have  called  general  service.  This  serv- 
ice includes  hotels,  theaters,  lawyers,  doctors,  architects,  engineers 
and  other  similar  services.  The  income  of  this  group  is  high  in 
proportion  to  its  wealth.  This  group  pays  a  slight  fraction  of  its 
earning  power  to  the  State.  The  construction  industry  shows  the 
highest  profits  in  proportion  to  wealth  invested  yet  it  too  pays  a 
slight  fraction  of  its  earning  power  as  state  taxes.  The  professions 
at  least  are  not  taxed  on  local  real  estate  in  proportion  to  their 
ability  to  pay.  There  is  little  direct  relationship  between  the  in- 
come of  a  hnvyer  and  the  rent  he  ])ays  in  a  downtown  office  building. 
The  intangible  earning  power  of  city  dwellers  is  escaping  its  share 
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of  taxes;  but  little  the  farmer  has  escapes  the  eye  of  the  most  som- 
nolent of  tax  gatherers;  while  the  little  red  school  house  and  the 
muddy  country  lane  call  loudly  for  upkeep.  That  is  why  state  school 
subsidies  should  bear  a  direct  relation  to  the  value,  the  assessment 
and  the  tax  rate  of  local  school  districts,  as  emphasized  by  Mr. 
Weaver  in  Part  I  of  this  report. 

The  pages  following  give  the  methods  used  in  estimating  the 
wealth,  income  and  state  taxes  of  each  of  these  industrial  groups. 
Certain  taxes  were  not  apportioned  because  they  seemed  to  fall  by 
their  nature  fairly  equitably  among  all  groups.  Such  is  the  gaso- 
line tax,  the  automobile  license  tax,  hunters  license  fees,  etc. 

Acknowledgement  must  be  made  particularly  to  Professor  E.  M. 
Patterson  of  the  University  of  Pennsylvania  for  aid  in  these  esti- 
mates and  to  Auditor  General  Martin  for  making  it  possible  to 
tabulate  certain  returns  as  to  invested  capital,  income  and  state 
taxes  found  only  in  his  office. 

Messrs.  Charles  P.  TVhite,  W.  C.  Plummer,  Edward  B.  Logan  and 
Wm.  Blaisdel  gave  invaluable  assistance  in  research  and  statistical 
work. 


WEALTH,  INCOME  AND  TAXES  ON  AGRICULTURE  IN 

PENNSYLVANIA^ 

Three  methods  were  used  to  calculate  the  net  income  of  Pennsyl- 
vania farms  in  1925.  The  year  1925  was  chosen  because  it  was 
believed  to  be  more  nearly  normal  than  the  years  1922  or  1923. 

Method  1: — The  figures  for  1921'  Avere  taken  as  the  basis  for  the 
calculation  of  gross  agricultural  income.    They  are  as  follows : 


Dairy  products    $  92,642,000 

Beef  and  Veal    15,558,000 

Sheep,  goats,  and  swine    20,246,000 

Poultry  and  eggs   42,148,000 

All  farm  crops    286,322,000 

Wool  and  mohair   797,000 

Honey  and  Wax    386,000 

Dairy  cows  and  for  town  use   727,000 

Land  for  city  use    3,000,000 


1461,826,000 

The  above  items  were  multiplied  by  the  estimates  of  the  Pennsyl- 
vania Department  of  Agriculture  of  the  value  of  products,  December 
1,  1924,  and  divided  by  their  estimate  for  the  value  December  1, 


'By  F.  P.  Weaver  ot  Pennsylvania  State  College. 

^Page  205  of  "Income  in  the  Various  States"  by  the  National  Bureau  of  Economic  Research. 


52 


1921.  Items  that  were  not  covered  by  the  department's  estimates, 
such  as  land  for  city  use,  were  put  in  at  the  same  flgures  as  in  1921. 
This  process  gave  an  estimated  total  gross  income  of  |529,717,000. 

The  farm  expenses  for  11)21'  were  taken  as  a  basis  and  converted 
into  1921  values  by  means  of  index  numbers  of  the  items  involved. 
Farm  implement  values  were  multiplied  by  ISO  and  divided  by  176.' 
Fertilizer  expense  was  taken  the  same  as  in  1921.  Business  use  of 
autos  was  also  charged  at  the  1921  figures.  For  feed  cost  111% 
of  the  1921  cost  was  used  from  an  index  of  feed  prepared  by  the 
author.  Seed  was  charged  at  110%  of  the  1921  figure,  an  estimated 
increase  derived  from  a  1.5%  increase  in  potato  prices  and  a  24% 
increase  in  clover  seed  prices,  grass  seed  and  seed  potatoes  being  the 
two  main  items  in  the  seed  bill.  Binder  twine  was  put  in  un- 
changed from  1921.  Harness  and  saddle  expense  was  left  unchanged. 
Business  buildings  including  insurance  Avere  figured  at  189.9/176.6 
of  the  1921  expense  on  the  basis  of  index  numbers  of  huilding  costs 
published  by  the  United  States  Department  of  Agriculture.  Interest 
on  farm  loans  from  banks  and  merchants  was  left  unchanged.  Horses 
and  mules  purchased  were  calculated  at  62.5/79.0  of  the  1921  ex- 
pense for  this  item  on  the  basis  of  index  numbers  of  horse  prices  in 
Extension  Circular  101,  •  The  Pennsylvania  State  College.  Farm 
wages  Avere  charged  at  113.5%  of  what  they  cost  in  1921  on  the  basis 
of  index  numbers  of  farm  wages.  United  States  Department  of  Agri- 
culture. Salaries  of  Managers  were  put  in  at  the  same  ratio  of  the 
1921  cost  as  wages. 

Taxes  paid  were  not  allowed  among  expenses  since  the  object  is 
to  get  income  before  taxes  are  paid.  This  gives  a  combined  entre- 
jireneur  and  family  and  property  income  of  |237,712,000. 

The  value  of  the  farmers'  own  labor  was  estimated  at  |700  per 
farm  the  cost  of  hired  men  without  board.^ 

The  unpaid  family  labor  performed  iby  members  of  the  family 
other  than  the  operator  was  figured  at  $348  per  farm,  the  average  of 
398  farms  in  the  State  on  which  data  were  available. 

The  average  mortgage  debt  and  the  5.3%  interest  rate  in  the  State 
as  reported  in  the  1920  Census  was  used.  It  is  |1,976  per  farm  on 
the  44,410  farms  reporting.  This  Avas  multiplied  by  52,230  the  es- 
timated fiumber  of  farms  OAving  mortgages. 

To  the  value  of  farm  products  was  added  .f28,864,000  for  the  value 
ofhouse  rent  on  farm  dAvellings,  an  average  of  |144  per  farm.  These 
figures  are  the  results  of  our  own  study. 

iFrom  Chapter  VIII  and  Page  205  of  Income  in  tlie  Various  States." 
2  (Farm  Economies,    Vol.  1,   p.  139). 
3U.    S.   D.  A. 
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The  final  figures  are  as  follows: 

1529,717,000    Gross  value  of  products. 
28,864,000    House  Kent. 


$558,581,000  Gross  Income 

287,217,000  Expenses  previously  calculated. 

140,310,000  Value  of  operator's  labor. 

69,750,000  Value  of  family  labor. 

5,380,000  Interest  on  mortgage  debt. 


1502,687,000    Gross  Costs. 
1558,581,000    Gross  Income. 
502,687,000    Gross  Costs. 


$55,894,000  Net  Income. 
Method  2: — The  second  method  used  Avas  to  assume  that  the 
average  net  income  on  farms  studied  last  summer  in  connection 
with  part  two  of  this  study  was:  the  same  as  for  all  farms  in  the 
State  and  deducting  |5,380,000  interest  on  mortgage  debt.  There 
were  200,443  farms  in  Pa.,  and  the  annual  net  income  of  the  farms 
we  studied  averaged  $30S  per  farm:  200443  x  |308  =  |61,736,444 
Total  Income ;  5,380,000  Interest  on  mortgage  debt ;  $56  356  444  Net 
Income. 

Some  unpublished  figures  of  tlie  Division  of  Farm  Management 
and  Costs,  United  States  Bureau  of  Agricultural  Economics,  give 
an  annual  income  of  $358  per  farm  on  farms  from  which  they  received 
a  return  on  questionnaires.  These  farms,  however,  were  considered 
by  those  in  charge  of  the  work  as  above  the  average  of  the  State. 

Method  3 : — The  gross  value  of  all  farm  products  in  the  State 
were  found  by  J.  M.  Fi'y  and  N.  C.  Dale  from  Census  and  other  data 
available  to  be  $318,705,037. 

The  ratio  of  expenses  to  the  gross  value  of  products  on  343  farms 
on  which  we  took  data  last  year  were  found  to  be  as  follows :  $1,270,- 
272:  $1,408,023::  0.902:  fl.OO  In  other  words  for  each  dollar  of 
gross  value  the  cost  was  90.2  cents.  Taking  90.2%  of  the  gross  value 
of  fanm  products  we  get:  318,705,037  x  .902  =  $287,471,943. 
$318,705,037  Gross  value  of  all  farm  products. 
287,471,943    Expenses  in  creating  that  value 


31,233,094  Value  of  products  above  expenses 
28,864,000    Plus  House  rent.  •  .  ■ 


60,097,094    Total  net  income 
5,380,000    Less  interest  on  mortgage  debt 


$54,717,094    Net  Income. 
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The  average  of  the  three  methods  is : 
55,894,000 
56,356,000 
54,717,000 


3  )  166,967,000 


155,656,000 

The  best  figure  to  use  is  probably  $56^000,000. 


The  Wealth  Invested  in  Pennsylvania  Farms. 

Census  figures  were  available  for  nearly  all  the  items  involved  in 
this  calculation.   From  the  1920  census  we  get  the  following  figures : 

Value  of  Land  and  buildings    |1,.326,752,028 

Value  of  Implements  &  macliinery   163,826,365 

Value  of  Livestock    238,774,641 

Total   |1,729|,353,034 

Index  numbers  for  land  and  l)uil(lings  for  January  1920  and 
January  1,  1925  respectively  are  174  and  141. 

$1,326,752,028  x  141~174=|1,075,126,600,  the  wealth  in  Pennsyl- 
vania Farms  on  January  1,  1926. 

The  1925  Census  figure  is  $1,176,657,548. 

Index  numbers  for  implements  April  1,  1920  and  April  1924  re- 
spectively are  175  and  186. 

$163,826,-365  x  1S6^175=.|!174,124,000,  the  value  of  Implements  and 
Machinery  on  Pennsylvania  Farms  in  1925. 

The  1924  Year  Book,  U.  S.  D.  A.  values  all  livestock  except  poultry 
at  $151,000,000. 

$18,337,248    State  Department  of  Agriculture  estimate  of 

value  of  chickens. 
169,042,248    Total  value  all  livestock. 
1,176^657,548    Census  figure  for  value  of  lands  and  build- 
ings 1925 

174,124,000    Value  of  implements  and  machinery  1925. 
169,042,248    Value  of  all  livestock  in  Pennsylvania  1925. 


$1,519,823,896    Value  of  wealth  invested  in  farming  in  Penn- 
sjdvania  in  1925. 

Fry  and  Dale  on  exhaustive  calculations  of  State  and  Federal 
figures  available  arrived  at  $1,510,318,573. 

From  these  results  I  suggest  using  $1,515,000,000  for  the  total 
capital  in  real  estate,  implements,  and  livestock.  From  this  we  sub- 
tract $103,000,000  for  mortgage  debt  giving  a  figure  of  $1,412,000  000. 
The  investment  in  feed,  seed,  and  supplies  on  hand  varies  so  much 
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tlirougliout  the  year  that  it  is  difficult  to  arrive  at  any  satisfactory 
figure.  It  no  doubt  is  upward  of  $100,000,000.  I  Avould,  therefore, 
suggest  using  for  wealth  the  round  figure  of  $1,500,000,000. 

Summary  Table  of  Wealth,  Income  and  Taxes 


Wealth    $1,500,000,000 

Income  before  taxes  are  paid    56,000,000 

Taxes  paid  on  farm  property   21,489,600 

Gross  value  of  all  farm  products   318,705,000 

Percent  income  is  of  wealth    3.73% 

Percent  taxes  axe  of  Avealth   1.43% 

Percent  taxes  are  of  income  before  taxes  are 

paid    38.37% 

Percent  income  after  taxes  are  paid  is  of 

wealth    2.30% 

State  Taxes  Paid. 


Since  so  little  of  the  agriculture  industry  of  the  Commonwealth 
is  incorporated  the  amount  of  State  of  State  taxes  paid  directly  by  ^ 
agriculture  is  negligible.    Part  I  of  this  report  is  devoted  to  the 
local  taxes  paid  by  agriculture. 


WEALTH  AND  INCOME  OF  MINING  AND  QUARRYING  IN 
PENNSYLVANIA  AND  STATE  TAXES 

This  group  includes  bituminous  and  anthracite  coal  mining,  oil 
wells,  and  lesser  mining,  such  as  slate,  limestone  and  clay. 

Estimate  of  Wealth  or  Invested  Capital 
The  final  figure  foi'  mining  wealth,  $1,500,000,000  is  a  projection 
of  the  United  States  Census  figures  for  capital  invested  in  mining  and 
quarrying  in  Pennsylvania  in  1909  and  1919.    These  latter  figures 
have  been  projected  along  a  straight  line  to  the  year  1923.  The 
Census  figures  are: 

Mining  and  Quarrying  Capital  Invested 

1909    $  866,207,2081 

1919    1,317,519,2891 

Tt  was  impossible  to  get  a  longer  period  over  which  to  take  the 
trend,  for  want  of  data.  In  order  to  get  another  comparable  figure, 
it  would  have  been  necessary  to  go  back  to  1889.  No  figures  for  capi- 
tal invested  in  mining  Avere  collected  in  1899. 

It  is  believed  that  this  estimate  is  probably  nearer  a  minimum 
fiyiire  than  a  maximum.  Dui'nu  the  latter  nort  of  th»  period  from 
1909  to  1919,  there  was  undoubtedly  a  larger-than-normal  increase  in 

iPage  197,   Vol.  XI,   Census  u£  1920. 
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the  amount  of  capital  invested.  However,  the  fact  that  the  rate  of 
increase  between  1909  and  1919  was  continued  after  the  latter  date,  is 
supported  by  the  figures  collected  by  the  statistical  organizations  of 
the  Pennsylvania  State  Government.   These  figures  are  as  follows : 

MINING  AND  QUARRYING  CAPITAL  INVESTED 


1915    I  451,659,500^ 

1916    368,653,800- 

1017    461.380.400=^ 

1918    543,086,400* 

1919    697,918,800^ 

1920    780,542,800^ 

1921    825,626,200^ 

1922    857,955,200^ 

1923    904,490,900^ 


These  figures  are  consistently  loAver  than  the  figures  given  by  the 
Census.  Such  a  large  difference  is  somewhat  hard  to  explain  logi- 
cally. So  far  as  we  have  been  able  ascertain,  the  classifications  are 
comparable.  The  definitions  of  capital  as  collected  by  the  two 
organizations  are  different,  and  this  will  explain,  at  least  in  part, 
such  a  descrepancy.  The  Census,  in  defining  capital,  asks  for  a  stete- 
ment  of  "the  total  amount  of  capital,  owned  and  borrowed,  invested 
in  the  enterprise,  not  including  securities  and  loans  representing  in- 
vestments in  other  enterprises."  The  Department  of  Internal  Affairs 
merely  asks  for  a  statement  of  "capital  invested." 

In  one  case,  it  was  possible  to  check  the  Department  of  Internal 
Affairs  figures  against  figures  from  other  sources,  and  it  was  definitely 
shown  that  they  are  low.  Dr.  Wilbur  C.  Plunirmer,  in  investigating 
the  amount  of  capital  invested  in  the  natural  gas  companies  in  Penn- 
sylvania, compiled  the  wealth  figures,  as  reported  to  the  Public  Ser- 
vice Commission  by  the  different  companies.  With  the  figures  for  de- 
finite companies  in  hand,  he  went  to  the  Department  of  Internal 
Affairs,  and  compared  them  Avith  the  figures  as  shown  in  the  reports 
to  that  Department.  His  statement  concerning  the  subject  is,  "The 
fixed  capital  figures  of  the  Public  Service  Commission  Reports  were 
on  the  whole  much  higher  than  the  capital  invested  figures  of  the 
Department  of  Internal  Affairs.  This  difference  might  be  generalized 
at  a  figure  of  20  percent."  Since  the  public  utilities,  in  their  reports 
to  the  Public  Service  Commission,  are  in  many  cases  seeking  increases 

^Report  of  the  rommissioner  of  Lalior  and  IiuhisfrT,    i)ai-t  I,    19iri,   p.  315. 

■-p,  67,   Report  on  Productive  Industries,   1916,   1917,  1918,   1919,   Dept.  of  Internal  Affairs. 

3p.    129,  Idem. 

*p.   147,  Idem. 

"p.  187,   Idem.  •         ■  . 

«p    61,   Idem,   1920.  '  •  ' 

'p.   1,   Idem.  1921. 

"From  nnpnblishcd  jiootei-jal   of   1Iip  Dept.    of  Internal  Affairs. 
»Idem. 
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in  rates,  this  might  be  assigned  as  a  reason  for  the  greatlj^  increased 
figures.  With  the  Census  figures  running  considerably  more  than  20 
percent  higher  thjfta  the  figures  of  the  Department  of  Internal  Affairs, 
however,  it  is  plausible  to  assume  tliat  the  latter  are  considerably 
lower  than  the  actual  capital  figures,  from  an  economic  standpoint. 

The  figures  of  the  Department  of  Internal  Affairs,  assuming  that 
they  are  collected  on  a  c(>mi)an!ble  basis  during  the  whole  period,  are 
valuable  in  discovering  the  trend,  however.  From  1919  to  1923  they 
show  that  the  amount  of  capital  invested  in  mining  and  quarrying  in- 
creased at  a  fairly  steady  rate.  This  tends  to  strengthen  the  projec- 
tion of  the  Census  figures,  which  shows  a  lower  yearly  increase  than 
the  figures  of  the  Department  of  Internal  Affairs.  The  average  yearly 
increase  in  the  latter  figures  is  .f.51,643,025  for  the  period  from  1919 
to  1923.  The  average  yearly  increase  in  the  Census  figures,  upon 
which  our  final  accepted  estimate  is  based,  is  only  $15,131,208. 

Another  method  of  indicating  that  this  figure  is  not  too  high  is 
by  the  addition  of  component  parts  of  the  group  for  comparable 
years.  In  the  mining  and  quarrying  group  in  Pennsylvania,  the 
predominant  industries  are  bituminous  and  anthracite  coal  mining 
and  oil  production.  In  1919,  these  three  industries  accounted  for 
96.8  percent  of  the  total  "value  of  products"  (')  ,of  the  mining  and 
quarrying  in  Pennsylvannia. 

The  United  States  Coal  Commission  reported  that  the  book  value 
of  the  anthracite  coal  companies  in  Pennsylvania  in  1922  Avas  ffiO^- 
000,000.  The  assessed  value  of  these  same  companies  for  192?  was 
1618,739,594,  and  assessed  valuations  are,  of  course,  notoriously  low. 

The  Pennsylvania  bituminous  mines,  according  to  computed  fig- 
ures, were  valued  at  |G22,5S6,584  in  1923.  This  result  was  arrived 
at  by  the  use  of  Federal  Trade  Commission  figures.  It  was  esti- 
mated by  the  Comjuission  that  the  average  investment  per  ton  of 
annual  production  in  the  bituminous  mines  in  Pennsylvania  was 
|3.68,2  this  figure  being  based  on  about  one-third  of  the  bituminous 
production  in  Pennsylvania,  and  averaged  for  the  years  1910-17. 
and  1918-'20.  The  average  production  for  the  years  1916 '20  was 
168,532.000  tons.'  In  1923  the  production  of  bituminous  Avas  169,- 
014,178  tons,*  a  figure  almost  exactly  the  same  as  the  average  given 
above.  Multiplying  the  1923  production  by  |3.68,  the  "capital  in- 
vested" figure,  1622,081,775.  is  arrived  at. 

The  third  large  mining  and  quarrying  industry  in  Pennsylvania 
is  oil  production,  and  the  Census  oi  Mining  for  1920,  page  307,  gives 


ip.   197,   Vol.   XI.   Census  of  1920.  .  . 

2p     68,  Annual   Report   o£   Federal   Trade   Commission,  1923. 

3p.  272,  Statistical  Abstract  of   the   U.    S  ,  1923. 

«Frank  Hall,    "Mines  and  Mining  in  Pa."   Commonwealtli  of  Pa.,   19^5,   p.  1.2. 


58 


the  capital  invested  in  oil  wells  in  Pennsylvania  iti  1919  as  $201, 
286,270.  It  is  beieved  tliat  a  flgnre  for  1923  wonld  show  little 
change.  ' 

Adding  onr  three  figures  together,  we  get  a  figure  very  comparable 
to  the  projected  Census  figure: 


Of  the  three  figures,  the  first  is  undoubtedly  low,  the  second  is 
pro'bably  fairly  accurate,  and  the  third  is  fairly  reliable,  it  is  be- 
lieved. It  will  be  noted  that  the  total  of  the  three  is  slightly  less 
than  the  projected  Census  figure,  but  the  difference  is  accounted 
(for  by  the  small  quarrying  industries,  such  as  limestone,  flbuilding 
stone,  and  slate. 


The  only  available  source  for  securing  a  net  income  for  the  Min- 
ing Industries  in  Pennsylvania  is  tlie  Statistics  of  Incoiine  published 
by  the  Bureau  of  Internal  Revenue.  These  statistics  report  the  in- 
come from  mining  corporations  divided  among  the  States,  but  the 
income  from  mining  imported  through  personal  returns  is  reported 
only  for  the  United  States  as  a  whole.  Our  prol)lem  is  therefore 
to  divide  this  personal  income  frO|m  mining,  allocating  a  certain 
proportion  of  it  to  Pennsylvania. 

In  the  whole  United  States,  individuals,  as  opposed  to  corpor- 
ations, produced  f71, 982,739  worth  of  mining  products  in  1919.^ 
In  the  state  of  Pennsylvania,  individuals,  as  opposed  to  corporations 
produced  |28,461,348  worth  of  mining  products,^  or  39.54  per  cent 
of  tlie  total  value  oif  mining  products  from,  iindiVidually-owned 
mines  and  quarries  in  1919  in  the  United  States.  It  is  now  assumed 
that  the  personal  income  taxes  paid  iby  the  (mining  industry  were 
paid  in  proportion  to  the  value  of  the  mining  product  which  that 
State  produced.  The  net  income  from  mining  in  tlie  United  States 
in  1922,  from  the  personal  returns,  Avas  |15,932,045.^  Taking  39.54 
percent  of  the  total  personal  net  income,  that  is,  39.54  percent  of 
$15,932,045,  We  find  that  Pennsylvania  paid  income  tax  on  a  per- 
sonal mining  income  of  $0,299,530. 

We  have  found  no  method  where<by  this  figure  could  be  checked, 
except  for  certain  figures  given  in  the  Managers'  Handbook*  (L.P. 
Alford,  Editor;  Ronald  Press)  for  1925.  On  page  241  are  found 
cei'tairt  figures  which  indicate  that: 

'p.  2!),  Census  of  Mining,  1920,  P.m-.  of  tlie  Census. 
=  p.  197,  Census  of  Mining,  1920,  Bur.  of  the  Census. 
^p.    10,  .Statistics    of    Income,    1922,    Bur.    of    Internal  Revenue. 


Anthracite  coal  mining 
Bituminous  coal  mining 
Oil  Production   


$618,739,594 
6;2*;>,081,775 
201,186^270 


$1,442,007,639 


Estimate  of  Net  Income,  Including  Taxes 
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h    In  the  anthracite  coal  industry,  16.5  percent  of  the  gross  sales 
or  value  of  product  is  net  profits; 

2.  That  in  the  bituminous  coal  industry  net  profits  are  18.6  per- 
cent of  gross  sales  or  value  of  product; 

3.  That  in  the  petroleum  oil  industry,  19  percent  of  the  gross  sales 
or  value  of  product  represent  the  net  profits. 

Our  figure  for  net  profits  is  22.1  percent  of  value  of  product, 
which  is  somewhat  higher  tlian  that  which  is  supposed  to  represent 
the  ratio  of  net  profits  to  gross  sales  in  any  of  Pennsylvania's  three 
great  mining  industi-ies.  However,  we  accept  the  figure  for  net 
ruining  income  from  personal  i*eturns  as  computed. 

The  corporate  income  from  tlie  mining  industry  in  Pennsylvania 
in  1922  was  154,668,275.^ 

There  is  one  more  item  which  must  he  added  to  the  net  income 
figure  before  it  may  be  considered  coimplete,  and  that  is  taxes,  fed- 
eral, state,  and  local,  except  federal  income  and  profits  taxes. 
These  taxes  are  allowed  as  deductions  before  arriving  at  net  tax- 
able income,  as  reported  in  Statistics  of  Income,  but  economically 
they  represent  net  income  in  our  meanilig  of  the  phrase.    The  taxes 


which  must  be  added  are  as  follows 

Federal   |  826,416 

State    5,268,358 

Local    !2)1;,741,790  ■ 

Total    127,836,564 

By  adding  the  three  items  together,  we  get  the  aggregate  figure 
which  we  accept  as  the  net  income  for  the  mining  industry  in  Penn- 
sylvania in  1922. 

-  Personal  mining  income   ......    .f  6,299,530  . 

Corporate  mining  income    54,668,275 

Taxtes   '   27,836,564 

Total    188,804,369  - 


It  is  difficult  to  estimate  the  accuracy  of  this  total  figure.  First, 
it  must  be  kept  in  mind  it  is  "net  income"  as  defined  legally  in  the 
incopie  tax  law  of  1921,  plus  taxes.  Considering  it  in  relation  to 
the  total  ■(\^ealth  of  the  Pennsylvania  mining  industries,  we  find 
that  it  is  only  6.29  percent  of  the  wealth  figure.  This  Avould  seem 
rather  small  for  the  mining  industry,  which  is  reputed  to  be  getting 
better  profits,  but  in  the  year  1922,  the  anthracite  coal  strike  shut 


^p.   127   Statistics   of  Income,   1922,   Bur.   of   fnternal  EeTCnue. 
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down  those  mines  for  several  months,  and  an  exceptionally  Ioav 
income  fignre  for  the  whole  industry  might  be  expected  as  a  result. 

Estimate  of  Pennsylvania  State  Taixes 

This  figure,  as  are  the  others  for  State  taxes,  is  taken  directly 
from  the  Eeport  of  the  Pennsylvania  Tax  Commission,  page  123. 
On  this  page  is  given  a  division  of  the  Pennsylvania  State  Taxes 
as  compiled  in  the  office  of  the  Auditor  General,  and  in  the  case  of 
mining  industries,  probably  follows  closely  the  classification  AVhich 
we  have  adopted,  i.e.,  in  the  Mining  group  are  included  bituminous 
and  anthracite  coal  mining,  oil  wells,  and  miscellaneous  mining 
and  quarrying.  The  total  for  1023,  is  |5,268,358,  and  is  probably 
as  accurate  as  it  is  possible  to  obtain. 


INVESTED  CAPITAL  AND  INCOME  IN  MANUFACTURING  AND 

STATE  TAXES  PAID 

The  final  figure  accepted  as  representing  the  wealth  of  the  manu- 
facturing industry  in  Pennsylvania  in  1922  is  our  own  estimate, 
based  on  what  we  believe  to  be  the  most  reliable  figures  available. 
The  Bureau  of  the  Census  has  not  collected  data  for  "capital  invest- 
ed" in  .manufacturing  since  1919,  so  that  it  has  been  necessary  for 
usto  attempt  to  project  that  figure  into  1922.  Two  sources  are  avail- 
able in  making  this  projection  estimate.  First:  W.  I.  King 
in  making  his  study  of  "Estimated  ISFational  Wealth"  for  the 
Bureau  of  the  Census  estimated  that  the  wealth  (land,  buildings, 
machinery)  of  manufacturing  enterprises  increased  18.05%  from 
1919  to  1922.^  As  a  check  against  this  estimate  we  have  data  col- 
lected iby  the  Pennsylvania  Department  of  Internal  Affairs  showing 
that  "capital  invested"  in  manufacturing  (figures  for  shipbuilding 
subtracted,  since  Ave  include  that  industry  under  Construction)  in- 
creased from  $3,493,323,900  in  1919  to  $4,076,614,900  in  1922,  or 
16.69%.-  Applying  King's  rate  of  18.05%  to  the  Census  figures  for 
"capital  invested"  in  manufacturing  in  Pennsylvania  in  1919  (|5,- 
792,496,622,  less  shipbuilding),  we  arrive  at  a  figure  of  16,838,042,262 
for  1922,  whereas  the  rate  of  16.69%  gives  us  |6,759,264,308. 

It  is  possible  to  get  another  check  upon  our  final  figure  by  the 
following  method.  In  1914  the  Census  figure  for  capital  invested 
in  Pennsylvania  in  manufacturing  (less  shipbuilding) — ^|3,181,125,- 
921 — ^was  36.6%  higher  than  the  same  figure  as  given  by  the  Depart- 
ment of  Internal  Affairs.  In  1919  the  Census  figure  of  $5,792,496,622 
was  65.81%  higher.  It  does  not  seem  a  wild  assumption  that  the 
Census  figure  in  1922,  if  collected,  would  have  been  50%  greater. 

^Wealth     Debt    and    Taxation;    Estimated    National    Wealth,    p.  9. 

2We  have  not  used  the  totals  given  by  the  Department  o£  Internal  Affairs  because  we 
believe  that  the  Census  figrjres  are  more  complete. 
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If  so,  capital  invested  in  manufacturing  in  1922  amounted  to  .|6,114, 
922,350,  as  compared  Avith  |6,S38,042,262,  and  |6,759,2G4,308  result- 
ing from  the  previous  method. 

Still  another  method  is  available  through  use  of  data  given  in 
''Estimated  National  Wealth.''  There  the  estimated  value  of 
"Manufacturing  ,machiner3',  tools  and  implements"  in  Pennsylvania 
in  1922  is  given  as  12,193,873,000.^  AV.  I.  King  has  estimated^  that 
30%  of  manufacturing  Avealth  consists  of  tools  and  machinery.  On 
this  basis,  the  total  manufacturing  wealth  is  17,312,910,000. 

With  the  results  of  these  various  methods  before  us,  we  believe 
that  $6,750,000,000  can  be  safely  taken  as  a  conservative  figure  for 
the  wealth  of  the  .manufacturing  industry  in  Pennsylvania  in  1922. 

Estimate  of  Net  Income,  Including  Taxes 

In  securing  a  net  income  figure  for  Pennsylvania  manufacturing, 
it  is  ag^ain  necessary  to  refer  to  the  Statistics  of  Income,  1922,  Bu- 
reau of  Internal  Eevenue,  as  the  only  source  available.  The  same 
problem  which  we  encountered  in  mining,  namely,  an  allocation  to 
Pennsylvania  of  a  certain  proportion  of  the  personal  income  from 
pianufacturing,  reported  thru  personal  income-tax  returns,  is  met 
here  also. 

In  1919,  Pennsylvania  had  a  total  "value  of  manufactured  pro- 
ducts" of  1431,125,113^  out  of  a  total  "value  of  manufactured  pro- 
ducts" of  $3,536,321,8363  for  the  whole  United  States.  These  two 
figures  refer  only  to  the  products  of  plants  owned  by  individuals  as 
opposed  to  corporations.  Again  we  assume  that  the  net  income  of 
establishments  owned  by  individuals  in  Pennsylvania  is  proportion- 
al to  the  value  of  their  products,  as  compared  to  the  value  of  similar 
production  in  the  United  States.  Pennsylvania,  as  seen  from  the 
above  figures,  had  12.1  percent  of  the  production  in  this  field.  The 
total  personal  income  from  manufacturing  in  the  United  States  in 
1922  was  $220,384,722.*  12.1  per  cent  of  |220,384,722,  is  |26,666,551 
which  represents  the  income  of  individually-owned  manufacturing 
establishments  in  Pennsylvania  in  1922.  We  may  assume  that  this 
figure  is  not  far  wrong,  since,  aside  from  having  12.1  percent  of  the 
value  of  production  of  individually-owned  manufacturing  plants  in 
the  United  States,  Pennsylvania  had  also  12.4  percent'  of, the  total 
wage  earners  in  similar  factories,  and  11.6  percent^  of  the  "value 
added  by  manufacturing"  in  such  establishments,  as  well  as  10.3 


I  p.  22.     Wealth,    Debt  and  Taxation. 
=p.    an.  Idem. 

=p.  3U31.  Abstracts  of  14th  Consns,  1920  Buvoau  of  the  Census. 
*p.  10,  Statistics  of  Income.  1922,  Bureau  of  Internal  Revenue, 
opp.    1030   and  lO.Sl,    Abstract  of  14th   Census  of  the  V.    S.  1920. 
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percent^  of  the  total  number  of  such  establishments  in  the  United 
States,  all  in  1919. 

The  corporate  manufacturing  net  income  for  1922  was  $377,- 
016,235.2 

The  third  item  to  be  added  to  this  figure  is  that  of  taxes,  federal, 
state  and  local,  except  federal  income  and  profits  taxes.  These 


taxes,  as  later  estimated  are  as  follows: 

Federal    '  $34,858,333 

State   4,392,292 

Local    82,835,752 


1122,086,377 

Our  final  figure  is  therefore  the  following: 

Personal  net  income   $26,666,551 

Corporate  net  income    377,016,235 

Taxes    122,086,377 


~  ■  •  .  -  $525,769,163 

How  much  confidence  can  be  placed  in  this  figure?  It  must  be 
kept  clearly  in  mind  that  the  "net  income"  which  we  accept  is  merely 
a  legal  "net  income"  plus  taxes  as  later  estimated.  On  this  ac- 
count, it  is  probably  somewhat  low,  and  in  comparison  with  the 
wealth  figure  which  we  have  accepted,  it  represents  7.78  percent  of 
the  wealth,  or  invested  capital.  Since  the  manufacturing  group  in- 
cludes such  a  varied  list  of  industries,  it  would  be  practically  im- 
possible to  secure  an  average  percentage  of  net  income  for  the  whole 
group,  by  working  from  individual  divisions. 

Estimate  of  State  Taxes 

The  State  taxes  paid  by  the  manufacturing  industry  in  Pennsyl- 
vania in  1922  is  taken  from  the  Keport  of  the  Pennsylvania  State 
Tax  Commission  1925,  page  122.  In  the  report  of  the  Auditor  General 
for  1920,  we  have  the  last  published  list  of  Pennsylvania  corpora- 
tions with  the  amount  of  State  tax  paid  by  each.  It  is  assumed  that 
the  Auditor  General  has  followed  the  same  classification  since  that 
time,  and  if  this  be  true,  the  list  of  corporations  included  as  manu- 
facturing corporations  contains  a  number  which,  according  to  our 
classification,  should  be  included  in  either  trade  or  construction. 
A  careful  survey  of  the  names  of  the  first  25  per  cent  of  the  corpora- 
tions listed  in  1920,  discloses  44  which  should  probably  be  included 
in  construction,  since  the  names  include  such  words  as  "paving,"  "en- 
gineering," "construction,"  "excavation,"  and  the  like.  The  taxes 
paid  by  these  44  concerns,  indicate  that  organizations  of  a  similar 


'Ibid. 

2p.  128,    Statistics  of  Income,    1922,    Bur.  of  Int.  Eev. 
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type  paid  about  1.75  per  cent  of  the  total  State  taxes  which  have 
been  assigned  to  manufacturing.  A  number  of  concerns  were  no- 
ticed which  should  go  under  trade  in  our  classification,  but  no  at- 
tempt was  made  to  list  them.  Therefore,  our  State  tax  figure  for 
1923  is  probably  four  or  five  per  cent  higher  than  it  should  be. 

Probably  some  of  the  concerns  have  been  included  in  manufac- 
turing through  pure  error.  It  is  also  possible  that,  since  in  Penn- 
sylvania all  manufacturing  concerns  are  exempt  from  the  capital 
stock  tax,  some  concerns  have  succeeded  in  having  themselves  classi- 
fied as  manufacturing  concerns  in  order  to  lessen  their  tax  bills. 

Since  "manufacturing"  concerns  are  exempt  from  the  State  capital 
stock  tax,  there  have  been  many  legal  cases  concerning  what  is  and 
is  not  manufacturing.  A  supposedly  complete  list  of  contested  pro- 
cesses is  given  on  pages  149-156  in  "Pennsylvania  Corporation  Taxes" 
by  Kuslander  and  Main.^  In  this  list  are  a  number  of  processes 
which  the  Census  Bureau  would  classify  under  construction  or  trade. 
In  fact,  a  large  share  of  what  we  would  call  construction  is  included 
in  manufacturing  in  Pennsylvania. 

In  short,  the  State  taxes  of  |2,866,364  listed  as  paid  by  the  manu- 
facturing industry  in  Pennsylvania  is  substantially  in  excess  of  the 
amount  actually  paid. 

We  have  listed  separately  the  taxes  paid  by  manufacturing  cor- 
porations under  the  capital  stock  tax  for  other  businesses.  Since 
manufacturing  concerns  are  exempt  from  that  tax  insofar  as  their 
capital  is  invested  in  manufacturing,  that  part  of  the  tax  bill  is 
really  not  a  burden  on  the  manufacturing  industries,  but  on  other 
industries.  Xo  Avay  was  found  to  distribute  these  taxes  upon  other 
businesses,  and  hence  they  are  listed  separately. 

INVESTED  CAPITAL  AND  INCOME  IN  THE  CONSTRUCTION 

INDUSTRY  AND  STATE  TAXES  PAID 

The  wealth  in  the  construction  industry  in  Pennsylvania  is  about 
125,000,000.  This  is  a  capitalized  net  income  figure,  and  is  used  only 
in  the  absence  of  any  better  material.  Our  estimate  for  the  net 
income  of  the  construction  industry  in  Pennsylvania  is  $19,879,315 
for  1922.-  In  the  year  1921,  the  net  income  of  2000  construction 
corporations  (all  classes)  throughout  the  United  States,  was  16.14 
.percent  of  the  capital  invested.^  We  have,  therefore,  capitalized 
this  figure  at  16.14  percent,  arriving  at  the  capital  or  wealth  figure. 

The  only  available  source  of  information  is  the  figure  of  the 
Department  of  Internal  Affairs  and,  for  1922,  the  capital  invested  in 

'Accountants  Supply  Co.,  192.3. 

-p.  15,   Statistics  of  Income,   1921,  Bur.  of  Internal  Revenue. 
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construction  was  $99,037,000,  which  is  not  so  far  from  our  com- 
puted figure.  We  have  seen  in  tlie  cases  of  mining  and  manufacturing 
that  the  figures  of  the  Department  of  Internal  Afl'airs  are  low. 

Estimate  of  Net  Income 

In  securing  this  figure  we  have  departed  from  our  method  of  adding 
to  the  net  corporation  income,  as  reported  in  the  Statistics  of  In- 
come the  computed  net  income  for  the  individually-owned  businesses 
of  this  group. 

It  is  well  to  mention  first  that  the  group  includes  three  general 
divisions : 

1.    All  kinds  of  building  construction ; 

i2.    All  kinds  of  engineering  construction,  such  as  docks,  bridges, 
sewage  and  water  systems,  paving,  etc. ; 
3.  Shipbuilding. 

The  last  group  is  usually  included  in  the  manufacturing  group,  but 
since  the  Statistics  of  Income  has  included  it  in  Construction,  it 
has  been  necessary  to  follow  that  classification. 

Figures  as  to  volume  of  construction  are  neither  numerous  nor 
reliable.  The  reports  of  the  Philadelphia  Federal  Keserve  Bank  on 
business  activity  within  the  district,  show  the  volumes  of  building 
in  certain  cities  in  only  the  eastern  part  of  the  State.  The  Engineer- 
ing News-Record  gives  building  statistics  for  the  whole  United  States 
and  for  geographical  divisions,  but  not  for  the  States.  Working 
from  their  figures,  it  was  estimated  that  out  of  a  total  of  $1,556,- 
550,000  worth  of  building  in  the  United  States,  in  1922  Pennsylvania 
had  $202,058,445  worth.  To  get  the  share  in  Pennsylvania,  the 
amount  assigned  to  the  middle  Atlantic  division  was  divided  in 
proportion  to  the  population  of  Pennsylvania  as  compared  to  the 
population  in  Pennsylvania,  New  York,  and  New  Jersey.^ 

The  reports  on  building  of  the  F.  W.  Dodge  Corporation  are  col- 
lected for  27  northeastern  States,  and  their  accuracj^  is  described  as 

follows  in  the  reports:  "  gathered  by  our  organization,  which 

covers  its  field  very  thoroughly    cover  the  small  towns  and 

the  rural  districts  as  well  as  large  cities  ......  cover  some  classes 

of  projects  not  usually  included  in  the  statistics  of  building  permits 
compiled  by  the  building  departments  of  the  various  cities." 

As  to  the  special  figures  for  Pennsylvania,  an  enclosxire  in  a 
letter  from  the  F.  W.  Dodge  Company,  dated  August  7,  1925,  gives 
the  volume  of  building  in  1922  in  the  State  as  $361,257,900.  This 


'These  fig:ures  are  limited.  IioweTer.  as  follows:  Waterworks,  .$15,000  and  above;  other 
Dublic  works,  .$25,000  and  above;  industrial  construction,  .$40,000  and  above;  commercial 
buildings,    $150,000   and  above. 
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figure  is  an  addition  of  the  figures  for  tlie  eastern  and  western  parts 
of  the  States,  wliich,  in  tlie  Dodge  reports,  are  included  in  different 
districts.  To  this  figure,  the  value  of  product  of  the  shipbuilding 
industry  in  Pennsylvania,  $48,117,142^  in  1921,  has  been  added,  giving 
a  total  of  1409,375,042  for  the  volume  of  building  in  Pennsylvania 
in  1922.  The  1921  shipbuilding  figures  were  the  latest  available,  and 
1922  was  probably  not  mtich  different. 

The  F.  W.  Dodge  Company's  Building  Statistics,  Vol.  3,  No.  12, 
contains  the  following  statement.  "The  year's  total  indicates  that 
the  volume  (of  building)  for  the  entire  country  was  approximately 
41/2  billions  of  dollars."  This  estimate,  based  evidently  on  their 
figures  as  a  whole,  is  supposedly  comparable  in  classification  to  the 
figure  which  we  have  accepted  for  Pennsylvania.  We  add  to  it  the 
1921  figure  for  "value  of  product"  of  the  Pennsylvania  shipbuilding 
industry  |400,S34,105,2  giving  us  a  grand  total  of  S4,900,S34,105. 

-The  Pennsylvania  figure  is  8.353  per  cent  of  the  figure  for  the 
country  as  a  whole.  We  have  faith  in  this  percentage.  The  National 
Bureau  of  Economic  Research  in  its  "Income  in  the  Various  States, 
its  Sources  of  Distribution.  1919,  1920  and  1921"  estimates  that  in 
1919,  Pennsylvania  had  8.358  percent  of  the  total  volume  of  building 
in  the  United  States,  6.718  percent  in  1920,  and  7.105  percent  in 
1921,  an  everage  of  7.394  percent  for  the  three  A-ears.  Since  1920 
and  1921  were  depression  years,  and  since  our  figure  is  almost 
identical  for  that  of  1919,  our  figure  is  strongly  supported.  The 
National  Bureau  of  Economic  Research  does  not  include  shipbuild- 
ing in  its  classification. 

Follo-nang  our  assumption  that  net  income  is  in  direct  ratio  to 
proportion  of  volume  of  building,  we  now  take  8.353  percent  of  the 
total  construction  income,  both  corporate  and  personal,  for  the 
United  States. 

Corporate  Income   191,724,158^ 

Personal    Income    146,265,967*-  |237,990,125 

Taking  8.353  Percent  of  ,f237,990,125  gives  us  the  total  net  con- 
struction income  in  Pennsylvania  in  1922  as  .|19,879,315.  The  cor- 
porate net  construction  income  in  1922  was  |5,236,121^.  Substract- 
ing  this  from  the  total  income,  we  get  the  personal  net  construction 
income  as  .fl2,643,154,  more  than  twice  as  much  as  the  corporate  net 
income  for  the  State.  It  is  easily  seen  above  that  for  the  country  as 
a  whole,  the  personal  income  is  about  60  percent,  larger  than  the 

corporate  income. 

  / 

'p.  1189,  Census  of  Maimfactm-prs,    1921,   Bur.  of  the  Census. 
=p.  1189,  Census  ot  Manufacturers,  1021,  Bureau  of  Census, 
^p.    Ifi,    StatLstlcs  of   Income,    1922,    Bureau   of   Internal  Revenue. 
10,  Idem. 

=p.   128.    Statistics  of   Income,    1922.    Bureau   o£   Internal  Kevenue. 
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To  make  this  income  figure  comparable  to  the  others  in  which 
income  is  given  before  taxes  are  paid,  we  must  add: 

Federal  taxes    |88,515 

State  taxes    37,240 

Local  taxes    1,683,935,  |1,809,690 

'Adding  these  taxes  to  the  total  estimated  above,  we  get  a  final 
total  of  $21,563,250  as  the  net  income  for  the  construction  industry 
in  Pennsylvania  in  1922. 

Estimate  of  State  Taxes 

To  distribute  the  taxes  paid  by  miscellaneous  corporations,  an 
actual  count  was  made  on  the  first  25%  of  all  the  corporations  listed 
in  this  miscellaneous  tax  group  in  the  1920  report  of  the  Auditor 
General,  the  latest  report  in  which  the  lists  are  published  in  full. 
This  gave  an  estimate  of  $90,000  as  the  amount  of  State  taxes  paid 
in  1923  by  construction  companies,  as  adjusted  to  the  business  done 
in  1923.  The  construction  business  is  not  incorporated  to  the  ex- 
tent that  other  industries  are,  and  hence  under  existing  State  laws, 
does  not  pay  the  taxes  other  industries  pay  where  incorporation  is  a 
more  general  rule.  .  .  , . 


WEALTH  AND  INCOME  IN  TRANSPORTATION  PUBLIC  UTILITIES 
TRADE  AND  GENERAL  SERVICE  IN  PENNSYLVANIA 
AND  STATE  TAXES  PAID 

•  Public  Utilities 

The  main  sources  of  information  on  Public  Utilities  which  ih- 
cludes  steam  railroads,  electric  railways,  light,  heat  and  power, 
telegraph  and  telephone,  natural  gas  and  water  companies  are  (1) 
the  Eeports  to  the  Pennsylvania  Public  Service  Commission  which 
we  believe  to  be  a  great  deal  above  the  average  as  a  source  of  in- 
formation for  work  of  this  kind,  and  (2)  the  United  States 'Census, 
the  accuracy  of  which  is  seldom  impugned.  In  a  number  of  cases 
we  were  able  to  check  comparable  figures  from  both  sources  against 
each  other  and  in  every  case  where  this  could  be  done,  the  results 
were  favorable. 

Steam  Railroads 

Wealth,  11,902,737,000.  This  figure  is  for  1922  and  comes  from 
Estimated  National  Wealth,  a  publication  of  the  Bureau  of  the 
Census,  made  under  the  supervision  of  Mr.  W.  1.  King.  The  figures 
of  the  Pennsylvania  Departm-ent  of  Internal  Affairs  for  "Capital 
Invested"  check  favorably  with  this  figure.  The  Pennsylvania  De- 
partment of  Internal  Affairs  figures  are:  1922,  $1,853,056  031  •  1923 
$200,102,325,000. 

Income,  $135,925,578.  Eeports  of  197  large  railroads  to  the 
Public  Service  Comimission  of  Pennsylvania  for  1923  show  that  the 
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total  net  income  (before  payment  ox  taxes)  of  sucli  roads  was  |323,- 
632,350.  Approximately  42%  of  tlie  mileage  of  such  roads  was  in 
Pennsylvania,  and  42%  of  the  total  net  income  of  these  roads  was 
apportioned  to  Pennsylvania.  This  is  the  method  employed  by  Mr. 
W.  I.  King  in  apportioning  wealth  of  railroads;  to  a  particular  state. 

Table  32.    Wealth  and  Income  of  Public  Utilities  and  Taxes  Paid 


%  Net 

Taxes  Paid 

%  of 

Net  Income 

Income 

Total 

Wealth 

Before  Pay- 

Before 

State 

1922 

ing  Taxes 

Paying 

Taxes  to 

1923 

Taxes  to 

Federal 

State 

Wealth 

Wealth 

1923 

1923 

steam  Railroads    -  — -  — - 

1,902,737,000 

185,925,578 

7.1 

10,798,930 

9,415,793 

.49 

(1922) 

(1922) 

(1923) 

(1923) 

Electric  Railways    ,  - 

442,396,000 

21,129,332 

4.7 

2,459,692 

2,404,446 

.54 

Electric  Light,  H.  and  P. 

(1922) 

(1922) 

(1923) 

(1923) 

390,155,013 

25,544,933 

6.0 

2,3I78,7'90 

2,169,256 

.55 

Telegraph  &  Telephone 

(1922) 

(1922) 

(1922) 

(1923) 

151,025,000 

12,645,634 

8.3 

2,917,946 

443,049 

•??9 

(1923) 

(1923) 

(1923) 

(192:j) 

Natural  Gas^"-  

120,253,764 

14,841,405 

]2.3 

812,775 

342,588 

.20 

(1923) 

(1923) 

(1923) 

(1923) 

Water    ---   

118,467,831 

6,436,075 

5.4 

510,741 

418,353 

.35 

Total   

3,125,034,608 

216,532,957 

19,578,874 

15,193,485 

State  Taxes:  |9,415,793.00.  The  total  state  corporation  taxes 
paid  by  the  steam  railroads  in  1923  was  $9,415,793.  This  is  taken 
from  the  Report  of  the  Pennsylvania  Tax  Compiission,  page  122. 

Electric  Railways  ..  . 

Wealth,  1442,396,000.  This  is  the  figure  for  1922  given  in  Esti- 
mated National  Wealth,  a  publication  of  the  Bureau  of  the  Census 
made  under  the  supervision  of  Mr.  W.  I.  King.  The  reports  of  the 
Public  Service  Commission  of  Pennsylvania  could  not  be  used  for 
Wealth  and  Income  because  of  the  large  number  of  lessor  companies 
which  do  not  report  to  the  Public  Service  Commission.  They  could 
be  used  for  taxes,  however,  bcause'of  the  almost  invariaTble  practice 
of  the  lessee  transportation  companies  paying;  the  taxes  on  the  lessor 
companies;  also 'because  we  were  able  to  check  these  tax  figures 
from  another  source  (Bureau  of  the  Census)  with  favorable  results. 

Income  |21,129,332.    Net  income  before  paying  taxes  Avas  .|21,129,- 
332  for  1922.   The  source  is  the  Bureau  of  the  Census. 
Net  income,  operating  companies,   (p.  167  Electric 

Railways,  Bureau  of  Census)    |6,598,503 

Net  income  non-operating  or  lessor  companies,  (p. 

172,  Elec.  Railways,  Bureau  of  Census)    9,554,164 

Taxes,    (p.  167  Idem)    4,970,665 

Total  121,129,332 


'Natural  Gas  Companies  have  coraparatirely  low  taxes.  This  is  due  to  the  fact  that  they 
are  not  subject  to  the  gross  receipts  tax. 
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The  reports  to  the  Public  Sendee  CO|mmission  give  !ii;4:3S,152 
the  Eeal  and  Personal  Taxes.    This  amount  is  assigned  to  Local 
Taxes. 

The  Eeport  of  the  Tax  Oommission  gives  the  total  corporation 
taxes  paid  to  Pennsylvania  in  1923  (by  Traction  and  other  Trans- 
portation as  12,205,858.  Mr.  Lick,  Secretary  of  the  Tax  Commis- 
sion, says  this  item  means  Electric  Railways  with  the  exception 
of  an  insignificant  element  of  incorporated  motor  busses. 

Light,  Heat  and  Power  (privately  owned) 

Wealth,  1390,155,013.  The  wealth  figure  is  |390,155,013  and  comes 
from  the  Bureau  of  Census,  Central  Electric  Light  and  Power  Sta- 
tions, 1922,  p.  126.  The  figures  of  the  Pennsylvania  Department  of 
Internal  Affairs  for  "Capital  Invested"  are: 

.    ■     1922,  1332,006,041;  1923,  $394,857,772. 

•  Income,  .$25,544,933.  The  income  figure  is  $25,544,933  and  comes 
from  the  Bureau  of  Census,  "Central  Electric  Light  and  Power  Sta- 
tions." 

1106,019,854    Aggregate  Rev.  for  Pennsylvania,  (p.  136.) 

84,744,927    Aggregate  Expenses  for  Pennsylvania,  (p.l52.) 


21,274,927    Net  Income  Pennsylvania  after  taxes 
4,270,006    Taxes,  (p.l54.) 


$25,544,933    Net  Income  light,  heat  and  power,  Pennsylvania, 
1922,  before  taxes. 

The  Reports  to  the  Public  Service  Commission  were  not  very 
satisfactory  for  securing  a  net  income  figure:  There  is  an  unusual 
amount  of  inter-corporate  holding  of  securities  among  electric  light 
and  power  companies  and  in  some  cases  between  electric  light  and 
other  utilities.  To  count  the  net  income  of  a  corporation  and  then 
count  it  again  as  income  of  the  company  holding  its  stock  is 
obviously  double  counting  of  income.  We  have  no  reason  to  ques- 
tion the  census  figures. 

State  Taxes,  $2,169,256.  The  total  of  all  taxes,  in  1923  was  $4,732,- 
523  according  to  the  Reports  to  the  Public  Service  Commission. 

The  total  for  1922  from  a  different  source,  (Bureau  of  Census, 
Central  Electric  Light  and  Power  Stations,  p.  154)  is  $4,270,006. 

The  total  of  $4,732,523  was  assigned  to  Federal,  State  and  Local 
as  follows: 
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The  reports  to  the  Public  Service  Oommission  require  answers  to 
the  following:  State  Loan  Tax,  State  Capital  Stock,  Gross  Keceipts, 
Federal  Income  Tax,  Federal  Capital  Stock  and  '"Other  Taxes."  The 
total  of  these  definitely  specified  items  are: 


We  were  able  to  tell  something  of  the  contents  of  "other  taxes" 
from  the  fact  that  38  out  of  a  total  of  104  of  the  companies  which 
reported  "other  taxes"  itemized  the  other  taxes.  The  totals  of  these 
itemized  "other  taxes"  were  Federal,  |16,919;  State,  |26,157;  and 
Local,  132,130,  leaving  a  balance  of  |3.54,294  of  "other  taxes."  We 
distributed  this  balance  among  the  Federal,  State  and  Local  taxes 
in  th  ratio  of  22%  for  Federal,  35%  for  State,  and  43%  for  Local. 
The  result  is  |77,945  in  Federal,  |124,003  in  State,  and  .|152,346  in 
Local  taxes.  After  having  apportioned  the  "other  taxes"  the  total 
Federal  taxes  are  $2,378,790;  the  total  State  taxes  are  |2,169,2.56 ; 
and  the  total  Local  taxes  are  |184,477.  The  total  taxes.  Federal, 
State  and  Local  for  Light,  Heat  and  Power,  Pennsylvania,  are  $4,732,- 


We  can  check  against  these  figures  from  two  other  independent 
sources  with  very  favorable  results.  The  Bureau  of  Census  publica- 
tion, Central  Electric  Light  and  Power  Stations,  give  the  total  taxes 
for  1922  as  !|f4,270,006  as  against  our  figure  above  of  $4,732,523 
which  is  for  a  year  later,  1923.  The  Pennsylvania  Tax  Commission 
Report  gives  the  Pennsylvania  corporation  taxes  paid  by  Light,  Heat, 
and  Power  Companies  as  $2,080,909.  Our  figure  above  from  the 
Reports  of  the  Public  Service  Commission  for  total  State  taxes, 
corporation  and  all  others,  is  $2,169,257. 


Wealth,  (1923)— $120,253,764. 

The  natural  gas  companies  reporting  to  the  Public  Service  Com- 
mission give  facts  for  the  companies  as  a  whole,  not  merely  for  the 
capital  invested  in  Pennsylvania,  and  as  a  number  of  the  largest 
companies  do  a  great  amount  of  interstate  business,  it  is  necessary 
to  make  allowance  in  the  total  wealth,  income,  and  tax  figures  for 
the  capital  invested  in  other  states. 

From  the  reports  of  the  Natural  Gas  Companies  to  the  Pennsyl- 
vania Department  of  Internal  Affairs,  we  were  able  to  find  which 
of  the  companies  did  an  interstate  business  and  also  how  much  of 


State   

Federal  . . . . 
Other  Taxes 


$2,019,097 
2,283,926 
429,500 


$4,732,523 


523. 


Natural  Gas  Companies 
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their  capital  was  actually  inyested  in  Pennsylvania.  Our  wealth 
figures  for  the  companies  doing  an  interstate  business  are  therefore 
taken  from  the  reports  to  the  Department  of  Internal  Affairs  and 
for  all  the  other  companies  from  the  Reports  to  the  Public  Service 
Commission. 

The  reason  we  did  not  use  all  Department  of  Internal  Affairs  fig- 
ures is  because  some  of  the  largest  companies  evaded  the  question 
as  to  the  capital  invested  in  the  State  in  their  reports. 

The  reason  we  did  not  use  Public  Service  Commission  figures  for 
the  companies  doing  an  interstate  business  is  that  they  did  not 
give  what  we  wanted;  that  is,  wealth  actually  invested  in  Pennsyl- 
vania. 

On  the  whole  the  natural  gas  companies  gave  higher  valuation 
figures  to  the  Public  Service  Commission  than  they  did  to  the  De- 
partment of  Internal  Affairs  and  there  is,  therefore,  some  objection 
to  adding  and  subtracting  figures  from  the  two  sources  and  appor- 
tioning taxes  on  the  basis  of  the  figures. 

The  totals  thus  secured  were: 

1171,276,831    Total  wealth  of  companies  operating  in  Pa. 

51,023,067    Wealth  of  these  companies  lying  outside  of  Pa., 
30%  of  total. 


$120,253,764    Wealth  of  these  companies  lying  within  Pa.,  70% 
of  total. 

The  "capital  invested"  figure  of  the  Department  of  Internal  Affairs 
is  1103,226,977.  This  is,  no  doubt,  too  low.  A  number  of  the  largest 
companies  gave  the  par  value  of  their  capital  stock  for  a  "capital 
invested"  figure.  For  example,  one  company  gave  as  its  "capital 
invested"  figure  |140,000  which  was  the  par  value  of  its  capital 
stock.  In  its  report  to  the  Public  Service  Commission  this  Com- 
pany gave  more  than  a  million  dollars  as  the  value  of  its  fixed 
capital. 

Net  Income  Before  Paying  Taxes,  (1923:)  |14,S51,405. 

The  net  income  before  paying  taxes  of  all  the  natural  gas  com- 
panies operating  in  Pennsylvania  and  reporting  to  the  Public  Serv- 
ice Commission  was  $21,216,294  for  1923.  As  70%  of  the  total  wealth 
of  these  companies  was  located  in  Pennsylvania,  we  have  given  70% 
of  the  total  income  to  Pennsylvania.    The  result  is  $14,851,405. 

In  comparison  with  the  other  public  utilities  this  is  a  high  income 
figure;  the  per  cent  of  net  income  before  paying  taxes  to  wealth  is 
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12.3%  and  the  percent  of  net  income  after  paying  taxes  to  wealth 
is  11.3%. 

The  only  check  we  could  find  for  these  comparatively  high  rates 
of  income  were  dividends  paid  by  the  natural  gas  companies.  Of 
course  dividends  are  paid  on  par  value  which  only  theoretically  rep- 
resents capital  invested.  Yet  rates  of  dividends  paid  over  a  period 
of  years  are  some  indication  of  income.  We  give  dividends  of  four 
natural  gas  companies  below  from  Poor  and  Moody.  They  av"  the 
only  companies  which  stated  their  dividends.  These  companies  com- 
pvise  a  large  samplii,  h.j\.e"ei',  as  they  are  four  (,f  :lie  largest  com- 
panies, as  will  be  seen  from  the  amounts  of  their  capital  stock: 

Fayette  County  Gas  Company:  Capital  stock,  .$1,600,000.  Dividend 
8%  over  a  period  of  years,  extra  dividend  of  2%  in  1922. 

Pennsylvania  Gas  Company:  Capital  stock,  $7,200,000,  Dividends  at 
rate  of  10%  per  annum  were  paid  for  a  number  of  years;  20% 
paid  in  1921;  10%  each  in  1922  and  1923.  A  stock  dividend  of 
50%  was  paid  in  1916.  '        ■  ■  ■■  -  - 

Slanufactuners  Light  and  Heat  Company:  Capital  stock,  $23,000,000. 
Dividends  from  1917  to  1923,  inclusive,  8%,  also  extra  dividends 
of  2%  in  1920  and  1923. 

Pennsylvania  Fuel  Supply  Company:  Capital  stock  |978,000. 
Dividends  paid  at  rate  of  6%  for  a  period  of  years. 

Notwithstanding  the  seeming  high  rate  of  income  for  a  public 
utility,  the  natural  gas  companies  are  exempt  from  the  gross  re- 
ceipts^ to  which  the  other  public  utilities  are  subject.  According 
to  our  results,  natural  gas  companies  are  undertaxed  when  compared 
with  the  other  public  utilities. 

State  Taxes,  (1923)  |342,588 

The  Taxes  in  the  Eeports  of  the  Public  Service  Commission  of 
those  companies  doing  an  interstate  business  were  so  itemized  that 
we  could  tell  with  a  fair  degree  of  accuracy  the  taxes,  state  and 
local,  paid  to  other  states.  In  the  case  of  the  federal  taxes  of  those 
companies  doing  an  interstate  business  we  allocated  a  share  to 
Pennsylvania  according  to  the  percent  of  the  total  wealth  located 
,  in  Pennsylvania  of  each  individual  company. 

Total  Federal   1812,775 

Total  State    342,588 

Total  Local   65,386 


Total  Taxes,  Nat  Gas  Cos.  Pa.  1923    11,220,749 

'Report  of  Tax  Commission,   p.  13. 
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Of  the  above  figures,  the  following  amounts  were  definitely  speci- 
fied on  the  reports: 

Federal  State 

Federal  Capital  Stock..  |81,015  State  Loan    p,046 

Federal  Income    731,760  State  Capital  Stock    287,143 


$812,775  $289,189 

There  was  f 118,785  of  "other  taxes"  to  be  allocated.  We  have 
an  idea  of  what  was  contained  in  these  "other  taxes"  from  the  fact 
that  twenty-one  of  the  companies  out  of  a  total  of  sixty  which  re- 
ported "other  taxes"  itemized  the  other  taxes.  The  totals  of  these 
itemized  taxes  were:  State  $7,196,  or  45%  of  the  total;  and  local 
|8,914,  or  55%  of  the  total;  Federal  taxes — none. 

Apportioning  the  balance  of  "other  taxes"  of  $102,675  between 
State  and  local  in  the  proportions  of  45%  to  the  State  and  55% 
to  the  local,  we  have  $46,203,  additional  for  the  State,  and  $56,472 


for  local. 

Federal  Capital  Stock   $81,015 

Federal  Income    731,760 

Other  Federal  Taxes  itemized    None 

.    Other  Federal  Taxes  allocated   None 


Total  Federal  Taxes   812,775 

State  loan    $2,046 

State  Capital  stock   287,143 

"Other  Taxes"  itemized    7,196 

"Other  Taxes"  allocated    46,203 


$342,588 

Local 

"Other  Taxes"  itemized    $8,914 

"Other  Taxes"  allocated    56,472 


Total  local  taxes   $65,386 


Telegraph  and  Telephone 

V:c(iWi,  (1922):  $151,025,000. 

The  total  wealth  of  telegraph  and  telephone  companies  in  Penn- 
sylvania was  $151,025,000.  The  source  is  "Estimated  National 
Wealth,"  by  the  Bureau  of  the  Census,  compiled  under  the  direction 
of  Mr.  W.  I.  King. 
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Income,  (1922 ) :  |1 2,645,634.  The  net  income  figure  before  payinsj 
taxes  of  telephone  and  telegraph  is  112,645,634.  The  method  of  ar- 
riving at  this  figure  is  as  follows :  We  have  the  totals  for  the  United 
States  as  a  whole,  from  special  reports  of  the  Bureau  of  the  Census 
which  are  .fl5,674,75ft  for  telegrayfh,  and  |96,663,943  for  telephone. 
We  are  sure  of  these  totals  for  they  agree  with  the  net  income  figure 
for  telegraph  and  telephones  given  by  the  Statistics  of  Income,  1922, 
p.  102.  We  apportioned  Income  to  Pennsylvania  on  the  same  basis 
that  the  wealth  of  Telephone  and  TelegTaph  Companies  is  appor- 
tioned to  Pennsylvania  by  Mr.  W.  I.  King,  (p.  12.  "Estimate  National 
Wealth.")  According  to  his  method,  Pennsylvania  received  5.5% 
of  the  wealth  of  the  telegraph  and  S%  of  the  wealth  of  the  telephone 
companies  of  the  United  States,  and  we  used  these  percentages  in 
apportioning  income  to  Pennsylvania. 

Income,  after  paying  taxes.  Telephone,  Pa   $7,733,115 

Income,  after  paying  taxes,  Telegraph,  Pa   862,111 

Net  Income,  Tel.  &  Tel.,  after  taxes,  Pa   $8,595,266 

Taxes   4,050,408 


Net  Income,  Tel.  &  Tel.,  Pa.,  before  taxes  $12,645,634 

The  state  corporation  taxes  paid  by  telephone  and  telegraph  in 
Pennsylvania  in  1922  was  $443,049.  This  figure  is  from  the  Tax 
Commission's  report. 

Water  Companies  (privately  owned) 

Wealth,  (1923 ) :  $118,467,831.  The  wealth  figure  was  from  the  re- 
ports to  the  Public  Service  Commission  and  includes  Fixed  Capital 
(Eeal  Estate,  Pumping  System  and  Pipe  Lines)  and  Current  Assets 
Cash,  Materials  and  Supplies  and  Accounts  Receivable.) 

The  wealth  figure  is  $118,467,831.  There  are  112  companies  which 
are  not  required  to  report  because  their  gross  operating  revenues 
are  less  than  |2,000^  so  the  above  figure  is  a  minimum  figure.  The 
capital  invested  figure  given  by  the  Department  of  Internal  Affairs 
is  $132,642,650.  We  preferred  to  use  the  figure  from  the  Public 
Ser\4ce  Commission  Reports  because  we  had  the  corresponding  in- 
come and  tax  figures  for  the  same  companies  from  the  same  source. 
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Income,  (1923):  $6,436,075.  Net  income  before  paying  taxes  as 
taken  from  the  reports  of  the  Public  Service  Commission  is  |6.436,075. 

Taxes:  The  total  taxes  from  Keports,  (1923,)  to  the  Public  Service 
Commisssion  were  |1, 036,993. 

.    Federal  Income   $447,389  jEeports 

Federal  Capital  Stock    63,352  )  to 

...     ,    )  Public  Service 

Total  Federal  Taxes    $510,741  )  Commission. 

State  Taxes — State  Corporation  Taxes  $418,353  (Report  of  the 
Tax  Commission). 

$1,036,993  Total  taxes  by  Water  Companies. 

939,094  Total  Federal  and  State. 


I  107,899  ........Local  Taxes 

There  may  be  some  small  elements  of  Federal  and  State  Taxes  in 
the  amount  assigned  to  Local. 

Trade 

Wealth,  (1922:)  ^1,900,000.00 

..     Corporate  Wealth   $844,950,411 

Sole  Proprietor  Wealth    1,038,881,492 

Total  Wealth  in  Trade,  Pennsylvania   $1,883,831,903 

This  figure  does  not  include  wealth  lield  in  the  partnership  form 
of  business  enterprise.  :. 

The  total  coi'porate  income  from  Trade  in  Pennsylvania  is  $68,- 
585,635,^  which  is  10%  of  the  total  corporate  net  income  figure  of 
$638,697,493  for  Pennsylvania  for  all  groups.  Since  Trade  has 
10%  of  the  corporate  income  in  Pennsylvania,  we' have  given  it 
10%  of  the  corporate  aggregate  fair  value  of  Pennsylvania  for  all 
groups.  The '  aggregate  fair  value,  all  groups,  Pennsylvania,  is 
18.449,504,114  (p.  54.  Statistics  of  Income,  1922)  and  10%  of 
this  amount  is  $844,950,411,  which  we  will  use  for  a  corporate  wealth 
figure. 

In  determining  the  wealth  figure  for  the  individual  or  sole  pro- 
prietor business,  we  assumed  the  same  rate  of  income  for  individual 
trade  business  as  for  corporate  trade  business,  which  we  find  to  be 


ip.   128,   Statistics  ot  Income,  1922. 
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7.1%.  Our  wealth,  flgiire  for  individual  trade  business  was  found 
by  capitalizing-  the  income  Mgure  for  individual  trade  business  at 
7.1%.  The  income  figure  for  individual  trade  business,  Pennsyl- 
vania, is  173,760,586.  The  method  of  determining  this  figure  is  ex- 
plained below.  Capitalizing  this  figure  at  7.1%  Ave  have  |1, 038,881,- 
492  as  the  wealth  figure  for  individual  trade  business,  Pennsylvania, 
1922. 

The  rate  of  income  for  corporate  trade  business  is  found  by  divid- 
ing the  corporate  income  figure  for  trade  in  Pennsylvania  which  is 
160,709,827  after  all  taxes  are  paid  (Statistics  of  Income,  1922,  p. 
128)  by  the  corporate  wealth  figure  for  trade,  Pennsylvania,  which 
Ave  found  by  a  computation  to  be  .fSllr.l/oO.lll.    The  result  is  7.1%. 

Trade,  Income,  1922 

Corporate  income,  after  all  taxes,    |G0,709,827 

Sole  Proprietor  income,  after  all  taxes,  ....  73,760,586 

Total  income  after  taxes,  trade,    $134,470,413 

Total  taxes,    50,986,707 


Total  Income  before  taxes,  trade,  $185,457,120- 

This  figure  does  not  include  income  from  the  partnership  form  of 
business. 

The  corporate  income  figure  as  given  by  the  Statistics  of  Income,  ^ 
1922,  p.  128,  is  168,585,035.  This  figure  represents  corporate  income 
after  all  taxes  have  been  deducted  except  Federal  income  and  profits 
taxes,  which  are  $7,875,808.  The  coi'porate  income  after  all  taxes 
will  be  $60,709,827.  The  folloAving  method  Avas  used  for  determin- 
ing the  individual  or  sole  proprietor  trade  income  figure: 

''Statistics  of  Income"  shoAVS  total  net  income  reported  by  in- 
diAdduals  derived  "From  business  operations  conducted  as  sole  pro- 
prietors." This  amount  for  Pennsylvania  in  1922  Avas  $246,466,497 
p.  90,  Statistics  of  Income,  1922)  but  this  amount  is  not  appor- 
tioned to  the  various  industrial  gTonps.  We  also  have  the  cor- 
responding total  for  the  United  States  as  a  Avhole,  Avhich  is  appor- 
tioned among  the  various  industrial  groups.  Of  the  income  from 
individual  businesses  of  all  groups  in  the  United  States  3130%) 
came  from  Trade.  We  haA'e  assumed  that  the  same  percentage 
of  the  Pennsylvania  total  should  be  allocated  to  trade.  Multiplying 
.$246,466,497,  which  is  the  personal  income.  Pennsylvania,  from  in- 
dividual business  all  groups,  by  31.39,  which  is  the  per  cent  to  be 
allocated  to  Trade,  we.  have  .f77,365,833  which  is  the  income  from 
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individual  trade  business  in  Pennsylvania,  after  all  taxes  but  per- 
sonal income  taxes.  Tlie  personal  income  tax  is  |3, 605,247,  making- 
a  net  income  figure  for  individual  trade  business  in  Pennsylvania, 
1922,  after  all  taxes,  of  $73,760,586. 

State  Taxes,  Trade,  1922 

The  following  is  from  the  Report  of  the  Pennsylvania  Tax  Com- 


mission, P.  120,  122. 

Corporation  Mercantile   |  982,209 

lietail  Mercantile  Licenses    2,32o,411 

Wholesale  Mercantile  License   778,699 

■  Oleomargarine  Licenses    428,016 

Eetail  and  Wholesale  Liquor  Licenses    912,113 

Gasoline  tax,  State's  share    679,911 

Corp.  taxes  from  miscellaneous  group  allocated  to 

Trade    508,027 


Total  State  Taxes    $6,612,476 

General  Service 


General  service  (called  Public  Service  in  the  Internal  Revenue 
Reports)  includes  Professional  and  other  services,  such  as  business 
services  (advertising,  a;ppraisers,  auditors,  actuaries)  curative  ser- 
vices, legal  services,  engineering,  etc. ;  amusements,  such  as  theatres, 
or  theatrical  organizations,  motion  picture  theatres,  and  producers ; 
domestic  services  such  as  restaurants  and  hotels. 

General  Servicei,  Wealth,  1922: 

Corporate  wea(ltli    I  92,944,545 

Sole  Proprietor  Wealth    992,486,210 

Total  Wealth    |1, 085,430,755 

This  figure  does  not  include  wealth  held  in  the  partnership  form 
of  business  enter-prise. 

The  total  corporate  income  from  Public  Service  in  Pennsylvania 
is  $8,081,757,  _  (p.  128,  Statistics  of  Income,  1922),  which  is  1.1%  of 
the  total,  corporate  net  income  figure  of  $683,697,493  for  Pennsyl- 
vania for  all  groups.  Since  Public  Service  has  1.1%  of  the  corporate 
income  in  Pennsylvania,  we  have  given  it  1.1%  of  the  corporate  ag- 
gregate fair  value  of  Pennsylvania  for  all  groups.  The  aggregate 
fair  value,  all  groups,  Pennsylvania,  is  $8,449,504,114,  (p.  54  Sta- 
tistics of  Jncome,  1922)  and  1.1%  of  this  amount  is  $92,944,545, 
which  we  will  use  for  a  corporate  wealth  figure. 
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Assuming  the  same  rate  of  income  for  individual  public  service 
business,  as  for  corporate  public  service  business,  which  we  find  to 
be  7.6%,  our  wealth  figure  for  individual  public  service  business  is 
found  by  capitalizing  the  income  figure  for  individual  public  service 
business  at  7.0%.  The  income  figure  for  individual  public  service 
business,  Pennsylvania,  is  |75,428,952.  Capitalizing  this  figure  at 
7.6%  we  have  .|992,486,210,  as  the  wealth  figure  for  individual  public 
service  business  Pennsylvania,  1922. 

The  rate  of  income  for  corporate  trade  business  is  found  by  divid- 
ing the  corporate  income  figure  for  public  service  in  Pennsylvania, 
which  is  $7,120,135  after  all  taxes  are  paid  (Statistics  of  Income, 
1922,  p.  128)  iby  the.  corporate  wealth  figure  for  public  service,  Penn- 
sylvania, which  we  found  above  by  a  computation  to  be  $92,944,545. 
The  result  is  7.6%. 

General  Service,  Income,  1922 

Corporate  Income  after  all  taxes  are  paid  . .    $  7,120,135 
Personal  Income  from  sole  proprietor  business, 

after  all  taxes  are  paid    75,428,9.52 


Income  after  all  taxes  are  paid    .f 82, 549, 087 

Total  Taxes    27,089,449 


Income  before  taxes    $109,638,536 


The  corporate  income  figure,  as  given  by  the  Statistics  of  Income, 
1922,  p.  128,  is  $8,081,757.  This  figure  represents  corporate  income 
after  all  taxes  but  Federal  income  and  profit  taxes,  which  are  $961,- 
624.    The  Corporate  income  after  all  taxes  is  $7,120,135. 

The  method  of  determining  the  individual  or  sole  proprietor  pub- 
lic service  income  figure  is  the  same  method  that  was  used  for  trade. 
"Statistics  of  Income"  shows  total  net  income  reported  by  indivi- 
duals derived  "from  business  operations  conducted  as  sole  pro- 
l)rietors,"  (p.  10,  1922).  This  amount  for  Pennsylvania  in  1922 
was  $246,466,497  (p.  90,  1922)  ;  but  this  amount  is  not  apportioned 
to  the  various  industrial  groups.  We  also  have  the  corresponding 
total  for  the  United  States  as  a  whole  which  is  apportioned  among 
the  various  industrial  groups;  32.10  per  cent  of  the  income  from 
individual  business  of  all  groups  in  the  United  States  came  from 
Public  Service  (p.  10).  We  have  assumed  that  the  same  percent- 
age of  the  Pennsylvania  total  should  be  allocated  to  General 
Service. 
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Income  from  individual  general  service  l)usiness,  Pennsylvania,  1922: 
Multiplying  |246,4G6,497  Avhich  is  the  personal  income,  Pennsyl- 
,  vania,  from  individual  business,  'all  groups,  by  82.10  we  have 
179,115,745,  which  is  the  income  from  individual  service  business 
in  Pennsylvania,  after  all  taxes  but  personal  income  taxes.  The 
personal  income  tax  is  $3,686,793,  making  a  net  income  figure  of 
175,428,952  for  individual  general  service  business  in  Pennsylvania, 
1922,  after  all  taxes  are  paid. 

State  Taxes,  General  Service,  1922 
General  Service,  corporation  taxes  from  miscel- 

'  laneous  domestic  corporation  group    $  71,553 

Billiard  and  pool  licenses   185,268 

Theatre  and  circus  licenses    56,569 

■    Eating  lliouses    95,783 


1409,173 


The  source  of  the  figure  for  General  Service  corporation  taxes 
from  the  miscellaneous  domestic  corporation  group  is  given  under 
the  description  of  the  domestic  corporation  group  (  see  p.  82). 

The  source  of  three  remaining  items — billiard  and  pool  licenses, 
theatre  and  circus  licenses  and  eating  liouse  licenses  is  the  Tax 
Commission's  Report. 


WEALTH  AND  INCOME  OF  FINANCIAL  BUSINESSES  IN  PENN- 
SYLVANIA AND  STATE  TAXES  PAID 

Within  the  Finance  group,  according  to  the  classification  used 
by  the  Bureaii  of  Internal  Eevenue  are  included  banks,  insurance  and 
related  business.  Banking  and  related  business  include  private 
banks,  state  banks,  national  banks,  trust  companies,  loan  compan- 
ies, stock  and  bond  brokers,  real  estate,  loan  and  insurance  agents, 
realty  holding  and  development  companies,  and  holding  and  leasing 
realty — not  realt.v  l)usiness.^ 

Insurance  includes  life  insurance,  stock,  and  mutual  companies ; 
accident,  stock  companies  only;  marine,  stock  companies  only;  ac- 
cident, fire,  and  marine  mutual ;  fidelity  and  bonding ;  and  all  other 
insurance  companies.^ 

Placing  the  classes  of  corporations  in  Pennsylvania,  as  used  by 
the  Auditor  General,^  under  the  classification  used  by  the  Bureau  of 
Internal  Revenue,  Banking  includes  trnist  companies,  national  banks, 
state  banks,  private  banks  and  incorporated  savings  institutions. 
Insurance  includes  Pennsylvania  Reciprocal  Exchange,  foreign  in- 

'  statistics  of  Income — 1922 — p.  104. 
^Statistics   of   Income — 1022 — p.  104. 

^Report   of   Pennsylvania   Tax   (.'onimis-slon — 1925 — p.  120. 
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surance  corapauies,  uiiregistered  foreign  insurance,  and  domestic 
insurance  companies.  Eelated  business  includes  building  and  loan 
associations,  land  and  improvement  companies,  and  brokers. 

The  table  following  gives  totals  for  wealth,  income  and  State 
taxes  and  total  taxes  for  the  finance  group,  Avhich,  it  is  repeated, 
includes  Banking  and  related  business  and  insurance. 

Some  explanations  of  the  methods  of  deriving  the  amounts  in  Table 
33  need  to  be  made.    The  amounts  for  banks  A\all  be  considered  first. 

Banks 

Wealth.   The  wealth  figure,  9;8.59,407,000,  is  a  total  of  capital,  sur 
plus  and  undivided  profits  of  trust  companies  national  banks,  state 
banks,  private  banks  and  incorporate  savings  institutions  for  the 
year  ending  June,  1923.^ 

Income.  The  income  figures  for  trust  companies  and  state  banks, 
obtained  from  the  Banking  Department,  represent  net  addition  to ' 
profits  during  the  year  ending  June  30,  1923.  The  income  figure  for 
National  banks,  given  in  the  report  of  the  Comptroller  of  the  Cur- 
rency.- similarly  r-epresents  the  net  addition  to  profits  for  the  year 
ending  June  30,'^  1923. 

To  obtain  the  net  income  of  private  banks  it  was  assumed  that  the 
relation  between  wealth  and  net  addition  to  profits  for  private  banks 
is  the  same  as  that  relation  for  State  banks.  Using  the  wealth  figure 
for  State  banks  given  in  the  Departmental  Statistics  Yearbook  it  was 
found  that  the  -income  was  7.4%  of  the  wealth.  The  wealth  of  State 
banks  and  private  banks  was  secured  by  an  addition  of  the  capital, 
surplus,  and  undivided  profits  as  reported'  in  the  Departmental  Sta- 


Table  33.    Wealth  and  Income  of  Financial  Businesses 


Industrial  Groups 

Wealth 

Income 
Before 
Paying- 
Taxes 

%  Incoine 
to  Wealth 
Before 
Paying- 
Taxes 

Total 
State 
T'axes 

%  Total 
State 
T'axes 

to 
Wealth 

%  State 
Taxes  to 
Income  Be- 
fore Pay- 
ing Taxes 

Banks  .  

Insurance   

Related  lasurance   

Totals   

$859, 407,  OW 
328,45»,425 
841,082,090 

$1C3,2!>3,114 
84,814,557 
55,877,243 

12 
25.8 
6.6 

$3,709,420 
4,702,206 
1,182,406 

.43 
1.4 
.14 

3.59 

5.6 

2.1 

|2,02S,942„515 

$244,014,914 

12.02 

$9,701,911 

4.7    1  3.9 

Banlc.1  incUidp.s  trust  companies,  national  banks,  state  banks,  private  banks,  and  incorporated 
savings  institutions;  Insurance  includes  domestic  insurance  companies,  foreign  insurance 
companies,  unregistei-ed  foreign  insurance  companies,  and  Pennsylvania  reciprocal  excliange : 
Related  Industries  includes  building  and  loan  associations,  land  and  improvement  companies 
and  brokers. 

NOTE: — The   amount  in   State  Taxes   $47,879   allocated   to   the   Finance  group   from   the  mis- 
cellaneous corporations  group  is  not  included  in  tlie  talile  aliove. 


iReport  of  Comptroller  of  Currency — 1923 — p.  117. 
^Report  of  Comptroller  of  Currency — 1923 — p.  61. 
^Departmental   Statistics  pp.   24   and.  26. 
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ti sties  for  1924.  The  percentage  of  net  addition  to  profits  to  wealth 
for  State  banks  Avas  used  for  the  assumption  because  the  percentage 
was  the  lowest  of  the  classes  of  banks.  Since  national  banks  earned 
11.4%  and  trust  companies  earned  10.5%,  it  seems  the  7.4%  which  is 
taken  for  the  earnings  of  private  banks  is  a  conservative  assumption. 

It  should  be  remembered  that  the  wealth  figure  for  private  banks 
does  not  include  all  private  banks  within  the  State.  A  provision  of 
the  act  of  June  19,  1911^  establishing  the  Banking  Department  ex-  , 
empts  from  the  operation  of  the  act  private  bankers  who  had  con- 
ducted the  business  of  private  banking,  continuously  and  in  the  same 
locality,  for  a  period  of  seven  years  prior  to  the  approval  of  the  Act. 
The  Banking  Department,  therefore,  has  no  data  for  those  private 
banks  outside  the  operation  of  the  act.  No  sources  have  been  found 
to  secure  such  data. 

The  income  for  incorporated  savings  institutions  was  derived  from 
the  amount  of  the  State  tax  on  those  institutions  which  is  3%  of 
the  net  income.' 

The  State  taxes  paid  by  national  banks.  State  banks,  private  banks, 
trust  companies,  and  incorporated  savings  institutions  were  obtained 
from  the  report  of  the  Pennsylvania  Tax  Commssion.^  Ths  figures 
are  for  the  year  ending  May  31,  1923. 

Two  other  figures :  ,f 147,175,  banking  examination  fees* ;  and  |588, 
private  bankers'  licenses'  enter  into  the  total  amount  of  state  taxes 
for  banks.  ■ 

Insurance 

Wealth.  The  wealth  figures  for  foreign  and  domestic  insurance 
companies  were  obtained  from  the  Departmental  Statistics  Year- 
book.'' The  amounts  in  each  case  represent  total  admitted  assets 
less  reserves.  Since  the  amounts  given  in  the  Departmental  Statis- 
tics inclJu/de  all  states  in  which  the  companies  operate,  an  allocation 
to  Pennsylvania  was  made  on  the  basis  of  premiums  received  from 
tlie  state.  In  the  case  of  domestic  insurance  companies  19%  of  the 
premiums  were  secured  from  Avithin  the  State  while  foreign  com- 
panies operating  within  the  State  secured  7.7%  ,of  their  total  pre- 
miums therefrom. 

Income.    The  income  figures  for  insurance  companies  for  the  year 
1923  were  secured  also  from  the  Departmental  Statistics  Yearbook. 

'Pa.  Statutes  1920.    Sec.   1512 — p.  147. 
2Pa.  Tax  Commission  Report  192.5 — p.  120 
3Pa.   Tax   CommiKSion  Keport,    192.5,    p.  122. 
■•Auditor   General's    Report   1921-'2.3 — p.  19. 
"Auditor    General's    Report   1921-'23 — p.  19. 
"Departmental   Statistics,    1924 — pp.   78,    80  &  82. 
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For  both  groups,  foreign  and  domestic  companies,  the  amounts  were 
secured  b^'  deducting  disbursements  from  total  income  and  adding 
to  that  result  the  amount  of  dividends  to  stockholders.  And  then 
the  result  obtained  was  allocated  to  Pennsylvania,  as  were  the  wealth 
figures,  on  the  basis  of  premiums  received  from  within  the  State. 

State  Taxes.  The  state  taxes  for  1923  are  those  given  by  the  Penn- 
sylvania Tax  Commission^  and  the  fees  collected  for  the  year  by  the 
Insurance  Department.-  The  amount  for  domestic  insurance  com- 
panies includes  |-1S0,095  derived  from  taxes  and  |12,929  paid  in  fees. 
Foreign  insurance  companies  for  the  same  period  paid  .f4,039,0S'5  in 
taxes  and  .f 178,403  in  fees. 

Building  and  Loan 

Wealth.  The  wealth  figure  for  Building  and  Loan  Associations  for 
the  year  1923  was  secured  from  the  Banking  Department.  The 
amount  given  in  the  table  includes  installment  stock  dues,  matured 
stock,  full  paid  stock,  and  earnings  due  shareholders. 

Income.  The  income  figure,  representing  net  income  for  1923,  ^vas 
secured  from  the  Banking  Department. 

State  Tax.  The  only  tax  on  Building  and  Loan  Associations  is  the 
state  tax  on  matured  stock.  The  amount  of  the  tax  for  the  year  end- 
ing May  31,  1923,  was  obtained  from  the  report  of  the  Pennsylvania 
Tax  Commission.^ 

Land  and  Improvement 

All  of  the  figures  for  land  and  improvement  companies  except 
state  taxes,  were  secured  by  compilation  in  the  Auditor  General's 
I>epartment.    The  figures  are  for  the  year  1923. 

Wealth.  The  amount  of  wealth  is  the  actual  value  in  cash  of  en- 
tire property  assets  and  goodwill  without  deduction  of  encumbrances. 
The  figure  is  a  total  for  1668  companies.  For  122  companies  of  that 
number  reports  were  not  available,  but  estimates  by  the  Auditor  Gen- 
eral of  the  value  of  the  capital  stock  and  loans  could  be  had  and  the 
total  estimate,  |6,130,612,  was  used. 

Income.  Only  1173  companies  of  the  1668  reported  net  income  or 
deficit.  The  figure  for  income  (Table  33)  represents  the  total  net  in- 
come less  total  deficits.  Three  hundred  and  fourteen  companies  re- 
ported a  deficit  for  the  year. 

In  comparing  the  wealth  and  income  of  this  class  of  corporations, 
it  should  be  kept  in  mind  that  the  wealth  figure  is  a  total  for  1668 
companies  while  the  income  figure  is  a  total  for  1173  companies. 

State  Taxes.  The  figure  for  state  taxes  was  obtained  from  the  re- 
port of  the  Pennsylvania  Tax  Commission.^ 

'Report  of   Pa.    Tax   Commission.    1925 — p.    122.  .  s 

=  Statement   from    Insurance  Department. 

3 Report   of   Pa.    Tax   Commission,    1925 — p.  122. 
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The  amount  of  state  taxes  for  brokers,  1190,742^  includes  the 
amount  derived  from  the  State  license  tax  on  gross  receipts,  the 
amount,  1203,328,=^  derived  from  the  sale  of  State-  stock  transfer 
stamps,  money  lenders'  licenses,  $10,500,-'  and  investment  bankers- 
licenses,  $50.*  All  the  amouts  are  for  the  year  1923.  The  amounts 
oi  money  lenders'  licenses  and  investment  companies'  licenses  were 
given  for  a  two-year  period  andwere  divided  by  two  to  secure  the 
amounts  for  one  year.  : 

One  other  amount,  |47,S79,  enters  into  the  total  State  taxes  for 
the  finance  group.  The  amount  was  allocated  to  the  finance  group 
from  the  group  classified  by  the  Auditor  General  as  miscellaneous 
corporations.  An  explanation  of  the  method  of  allocatioi;  is  given 
below  in  the  explanation  of  the  method  used  to  allocate  the  total 
amount  of  miscellanious  domestic  corporations  taxes,  as  far  as  pos- 
sible, to  the  various  groups. 

Miscellaneous  Domestic  Corporations — State  Taxes 

In  the  report  of  the  Pennsylvania  Tax  Commission  1925,  page  122, 
tliere  is  a  table  giving  corporation  taxes  paid  by  the  varioiis  indus- 
tries. One  of  the  items  in  the  table  is  a  collection  of  corporations 
under  the  heading  "Miscellaneous  Domestic  Corporations''  which 
paid  11,772,317  in  1923.  It  Avas  our  problem  to  find  out  the  contents 
of  this  miscellaneous  group — to  pick  out,  as  far  as  possible,  the  cor- 
porations which  should  go  to  finance,  trade,  construction  etc.,  and 
thus  reduce  the  miscellaneous  corporation  group  to  a  minimum. 

In  the  Auditor  General's  Eeport,  1920  p.  434,  is  a  list  of  the  mis- 
cellaneous corporations  for  that  year  which  on  the  whole  includes 
the  same  corporations  as  are  included  under  the  heading  of  miscel- 
laneous domestic  corporations  in  the  tax  commission's  report.  We 
went  over  the  list  in  the  Auditor  General's  report  and  on  the  basis 
of  the  names  and  kinds  of  taxes  paid,  were  able  to  assign  30%  of  the 
total  to  trade,  4  2%  to  public  service,  2.1%  to  construction,  2.7%  to 
finance;  the  remaining  61%  for  which  sufficient  data  was  not  given 
for  allocation,  Avas  allowed  to  remain  in  tlie  miscellaneous  domesti" 
corporations  group.  Ap]ilying  these  percentages  to  the  amount  of 
tlie  miscellaneous  corporation  taxes  for  1923  Avhich  was  11.772  317  we 
lu-ive  1531,995  for  trade,  -|74,479  for  public  service,  |37.239  for  con- 
struction, $47,789  finance,  and  a  remainder  of  $1,079,950  for  the  mis- 
cellaneous corporation  group. 


iRf^poi-t   of   Pii.    Tax   Commission,    192.5 — p.  121. 
=  Keport   of    Pa.    Tax   Commission,    192.5 — p.  121. 
"Auditor    Gpneral's    Report,    1921-23 — p.  19. 
■'Aiitlitor  General's  Report,    1921-23 — p.  19. 


